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One Industry 
Grew 16 Times as Fast 
As Population 


This is the record of electric utility 
companies in the United States from 
1910 to 1921. 


The growth of electrical needs of the 
Nation continues steady and uninter- 
rupted, adding strength and value to 
sound electric utility investments. 


A conspicuous example of this re- 
markable growth is shown by 


Standard Gas & Electric Co. 


A Byllesby Utility 


whose 6% Gold Notes 
Yield 8.85% 


Ask for Circular NA-16 
describing this «investment. 


H.M.Byllesby & Co. 








Why Wait? 


Most people buy securities in a 
rising market, and many buy at 
the top. 


An opportunity is now offered to 
purchase at bargain prices secur- 
ities of many large oil-producing 
companies, which have been 
brought to low price levels 
through a temporary depression 
in the Petroleum Industry. 


We will be glad to give you our 
reasons why we believe an ad- 
vance in this class of securities is 
inevitable. 


Ask for tetter A-15 


Henry L. Doherty 


Incorporated 


NewYork Chicago 
M1Broadway  $208S.LaSalle St 


& Company 


Bond Department 
60 Wall Street, New York 


Providence Boston 
ROWeybosset St. 14 State Strest. 















































THE FINANCIAL WORLD RESEARCH BUREAU REPORT ON 


COLUMBIA GRAPHOPHONE 
Saved Thousands of Dollars to Investors 
BECAUSE 


it accurately analyzed the conditions of the company’s 
finances and the factors in its earning position which led to 


1. A drastic reduction in the prices of Columbia products. 

2. Passing of common stock dividends. 

3. Deferring of preferred stock dividends. 

4. Decline in the common from $12 a share to below $6. 

5. Decline in the preferred stock from above $50 to below $30. 

». Failure of the company to earn one-eighth its interest charges 
during the first three months of the year. 

What is the present situation and outlook? 

What should Common Stockholders do? 


b. 


What should Preferred Stockholders do? 
What should Note Holders do? 


The Research Bureau has issued a comprehensive supplement to its original report, which 
clearly interprets the significance of the events of the last few months, and forecasts the future. 


Write for particulars on attached coupon. 


The Financial World Research Bureau 


“Reveals the Facts a Stockholder Qught to Know” 
29 Broadway New York 


Financial World Research Bureau, 
29 Broadway, New York. 


Gentlemen: 


You may send me full particulars about your Colum- 
bia Graphophone report. 
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Address 
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SUBSGRIPTION RATES 


United States and its poss 
Canada, $11.00 a 


Entered as second class matter Oe 
under the Act of March 3, 187 


sions, Mexico and Cuba, $10.00 a year. 
arf Foreign Countries, $12.00 a year. 
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IMPORTANT 


When notifying The Financial World of a change in address subscribers should give both the old 
and the new address. This notice should reach us about two weeks before the change is to take effect. 








‘The Reparations 
Question 
and 
its Effect upon 
Industry’ 


An international ques- 
tion of great moment, 
basically discussed in a 
timely review by a mem- 
ber of this firm. 


Copy on request 


Hirsch, Lilienthal & Co. 


Members 
New York Stock Exchange 


165 Broadway, New York 


BRANCHES 
Hotel Belleclaire, B’way & 77th St. 
Hotel Breslin, B’way & 29th St. 
3 East 44th St, 




















STANDARD 
OIL CO. 
INDIANA 


We have prepared a book- 
let describing this com- 
pany—the world’s largest 
producer of gasoline. 

Its stock is well within the 
reach of every investor. 


Copy sent on request. 
Ask for booklet “S-15.” 


C. C. KERR & CO. 


Specialists in Standard Oil 
Securities 
2 Rector Street New York 
Telephone Rector 6780 
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Financial Independence 
is attained more rapidly by those who 
keep their money constantly at work. 


High grade investments may now 
be purchased at the lowest prices 
in years. 


We have facilities for large and small 
investors. 


Write for booklet F.W. 


(HisHOLM & (HAPMAN 


Members New York Stock Exchange 
71 Broadway New York City 
Telephene: Bowring Green 6500 
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New Issue 


$5,000,000 


Tue Otis STEEL Company 


First Mortgage Twenty-Year 8% Sinking Fund Gold Bonds 
SERIES “A” 


Dated August 1, 1921 Interest Payable February 1 and August 1 Due August 1, 1941 
Authorized $15,000,000 Series “A’’, to be presently issued $5,000,000 


Redeemable in whole or in part at the option of the Company on 6 weeks notice on any interest date up to and including 
August 1, 1924, at 110 and interest; on any interest date thereafter at 10712 and interest up to and including 
August 1, 1926; thereafter at 1074. and interest less 44% for each 12 months or part thereof 
elapsed after August 1, 1926. 


Coupon Bonds in denominations of $1000, $500 and $100, registerable as to principal. 


Interest payable in New York at the office of Blair & Co., and in Cleveland, without deduction for any Federal Income taxes 
to the extent of 2% per annum which the Company or Trustee may be required to withhold. 


THE UNION TRUST COMPANY, CLEVELAND, TRUSTEE 


For information regarding this issue we refer to a letter dated August 3rd, 1921, from Mr. G. Bartol, President 


of the Company, copies of which may be had from the undersigned on request, some of the items of which he 
has briefly summarized as follows: 


BUSINESS established in 1873, consists principally in the manufacture and sale of steel 
plates, sheets, castings, pig iron and coke by-products. “Otis” products bear a high 
reputation, having been sold for the past 48 years. Customers include railroad companies, 


boiler manufacturers, ship builders, automobile manufacturers, oil companies, machin- 
ery concerns, etc. 


PURPOSE: To pay off approximately $3,500,000 current indebtedness and to provide addi- 
tional working capital. 


FIRST MORTGAGE: Bonds are to be secured, in opinion of Company’s counsel, by di- 
rect first mortgage on the entire fixed properties now owned. The mortgage will also 
cover similar property hereafter acquired. 


VALUATION: The general property account (less depreciation) is valued at $16,099,583; 
the securities owned in other companies are carried at $1,404,124; and net quick assets 
as of June 30, 1921 (after giving effect to proposed bond issue) at $7,384,344; an aggre- 
gate of $24,888,051, equal to nearly 5 times the proposed $5,000,000 issue. 


NET PROFITS, after depreciation, for the 444 years ended June 30, 1921, available for in- 
terest, before Federal taxes (apart from inventory adjustment since December 31 last) 
averaged $4,149,715 per annum or over 10 times the annual interest on these Bonds. 


After provision for Federal taxes, said net profits averaged for 444 years $2,167,988, 
" or nearly 51% times the annual interest charges on the new Bonds; this average includes 
the unprofitable 6 months ended June 30, 1921. Since July 1st encouraging improvement 

has occurred in volume of orders received. 


Net profits available for interest for the year 1920, before Federal taxes, were $1,615,- 
008, and after provision for Federal taxes were $1,543,482 or approximately 4 times the 
annual interest on the new Bonds. 


FINANCIAL CONDITION: After giving effect to proposed bond issue current assets as 
of June 30, 1921, were $8,366,189 and current liabilities $981,845 or a ratio of over 8 to 1. 


These net quick assets alone equal nearly 150% of the proposed $5,000,000 issue. 


SINKING FUND payable semi-annually commencing May 1, 1923, will provide for retire- 
ment through redemption or purchase annually of $250,000 of Series “A” Bonds. 


PLANTS have combined annual approximate capacity of 360,000 tons of pig iron and 450,000 
tons finished steel products. 


rhe legal proceedings in connection with the issue are being passed upon by Messrs. Cravath, Henderson, Leffingwell & 
? de Gersdorff, New York, and Messrs. Squire, Sanders & Dempsey, Cleveland, Ohio. 

Interim receipts or temporary bonds will be deliverable in the first instance. All offerings are subject to authorization of 
the issue by the stockholders, to approval of proceedings by counsel and “when, as and if issued and received.” 





Price 99 and Interest, Yielding 8.10% 


BLAIR & Co. 





24 BROAD STREET, NEW YORK 
CHICAGO BOSTON PHILADELPHIA 
CLEVELAND BUFFALO SAN FRANCISCO ST. LOUIS 
The statements presented above, while not guaranteed, are obtained from sources which are believed to be reliable. 
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Getting Back to Normal 


By THOMAS GIBSON 
Article VI 


Taxation and Disarmament 


progress of the enormous debts which 

at present oppress and which will in 
the long run probably ruin all the great 
nations of Europe.” As we contemplate 
the war debts and war taxes of today this 
dire prophecy appears to be near fulfill- 
ment, unless @ way can be found to relieve 
the world of the millstone which has been 
hung about its neck by the European war. 


I 1776 Adam Smith referred to “the 


The world cannot stagger far under its 
present load of taxes, and the only feasible 
remedy appears to lie in a reduction of the 
enormous expenditures for naval and 
military purposes. It behooves every man 
to give close attention to this problem 
and to exert such influence as he may in 
his particular sphere of life to assist and 
hasten the projected program of disarma- 
ment. 


There is no desire on the part of the 
writer to stand forth as a prophet of dis- 
aster, but the danger is of an unmistak- 
able and serious character. Nor should 
anyone be lulled into a false sense of se- 
curity by the reflection that the danger is 


happily the case that statesmen, financiers, 
economists, and all classes of thoughtful 
men have been or are being convinced of 
the grave and immediate character of the 
menace and are ‘making strenuous efforts 
to produce an effective remedy. 


THE NATIONAL DEBTS 


So far as the United States is con- 
cerned, the war has not left us with an in- 
supportable debt. Our present per capita 
debt is $224.81 and the amount of annual 
per capita debt charges is only $8.65. But it 
is not with our own position that we are 
principally concerned. Few people will be 
fatuous enough to assume that we could 
escape the consequences of a world up- 
heaval. And it is vital to note that with- 
out our co-operation—one may say with- 
out our initiative—the hope of an adequate 
move in the direction of disarmament is 
hopeless. The cure therefore lies largely 
in our own hands. 


The per capita debt of Great Britain, ac- 


cording to figures recently compiled by 
Dr. L. R. Gottlieb, is $814.08 and the an- 


with a per capita debt of $1,218.10 and an 
annual charge of $47.76. Italy has 
a per capita debt of $515.51 and an 
annual charge of $21.98. Belgium’s per 
capita debt is $614.52 and the annual 
charge is $38.65. Germany has a per 
capita debt of $1,202.76 and an annual 
charge of $41.61, which, it will be observed, 
is below that of France. Austria has a 
per capita debt of $2,119.38 and an annual 
charge of $106.77. This is to cite only the 
principal nations. Bulgaria, Rumania, 
Hungary and other countries are also 
carrying heavy loads. It should be added 
that Dr. Gottlieb’s figures are not based 
on the present depreciated currencies of 
the European states, but on the exchange 
value in American dollars. 


The per capita debts and the annual iim- 
posts must properly be considered in their 
relation to families, rather than indi- 
viduals, in order to gain a clear concep- 
tion of their relevancy. Assuming that the 
average family is composed of five peo- 
ple, each French household is obligated fo: 
a principal debt of $6,090.50, which is 














remote. It is very near at hand. It is. nual charge is $36.45. France is burdened far more than the average wealth. The 
Public Debt of Principal Entente Countries 

ANNUAL 

DEBT 

DEBT CHARGES 

. (Million Dollars) PER PER 

cr Before the World War—, c——At Most Recent Date——_, CAPITA CAPITA 

COUNTRY DATE DEBT DATE DEBT (Dollars) (Dollars) 
RN OE Se Pec ccs ravevecces June 30, 1914 1,027 June 30, 1921 23,977 224.81 8.65 
nent: We cos ixstenasepie Aug. 1, 1914 3,458 June 4, 1921 37,520 814.08 36.45 
PER ere Pere eee June 30, 1914 93 Mar. 31, 1921 1,960 394.29 16.09 
DT SEINE pwc vccctcnvaccce Mar. 31, 1914 446 Mar. 31, 1920 944 812.39 35.28 
EE” Satan viet elwiaersess Mar. 31, 1914 336 May 31, 1921 2,317 277.12 15.43 
BMNE: - nic Gs owt Gund buen oe 6 we Mar. 31, 1914 1,495 Mar. 31, 1920 1,898 7.77 0.31 
Union of South Africa ...... Mar. 31, 1914 615 Mar. 31, 1920 774 129.58 6.19 
I pe one Ghee an ik 4a aie July 31, 1914 6,598 Mar. 1, 1921 48,205 1,218.10 47.76 
DE? ott in eacskads acess okae June 30, 1914 3,031 Oct. 31, 1920 18,928 515.51 21.98 
en ¢ “Jee eedtaenbeandsasedne July 31, 1914 1,261 Mar. 31, 1921 1,612 27.79 1.10 
MUNIN, "<5 60d wus ale we Ob ais ea { Sep. 1, 1917 25,383 152.33 4.60 
eS ea a ae ae } an 1, 1914 5,092 April, 1921 3,404 93.94 3.22 
EE | «cence eg aba ph %ks0Ge Apr. 30, 1921 411 124.51 12.42 
EY CC Nig au cee arcne can atede Jan. 1, 1914 22 May, 1921 4,706 614.52 38.65 
ae eer ee ee eee Jan. 1, 1914 188 Dec. 28, 1920 811 163.84 7.27 
AS oe Sec CoS seceyese ce Sept.30, 1913 319 Apr. 1, 1921 5,271 351.40 25.73 
ee ae ee June, 1920 1,190 122.88 8.02 
SE as sane ces hawk ees asics Jan. 1, 1914 754 May, 1921 1,191 44.87 1.51 
FOE. accesso scvareeues 25,506 180,502 219.12 9.04 
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family must produce each year $238.80 to 
pay its proportion of the interest on the 
debt. This may be reduced somewhat by 
the payment of German indemnities—if 
Germany can pay—but unless there is a 
reduction in the expenditures for military 
purposes the taxes are more likely to in- 
crease than to decrease. France is easily 
the most military nation of all today. So 
long as the present system of competitive 
armament goes on taxes will reach greater 
and greater proportions. Adam Smith 
pointed out that the per capita debt of 
Great Britain and France had constantly 
increased with no appreciable diminution 
in times of peace. It is interesting to note, 
in passing, that the debt of Great Britain, 
which so alarmed Dr. Smith in 1776, was 
about $625,000,000. This compares with 
about $37,520,000,000 at the latest calcula- 
tion. The grand total of the world’s na- 
tional debts today is $293,651,000,000 as 
compared with $35,069,000,000 in 1914. 
The total annual interest charges on the 
world’s debt is now $11,886,000,000. 
CONSEQUENCES OF HIGH TAXA- 
TION 

The heavy imposts quoted above can be 
borne only for a short time, So long as 
the masses have savings on which they can 
draw, or so long as the imperative work 
oi reconstruction gives them employment 
at high wages, the people will muddle 
through. But when the savings have been 
swallowed up, and when unemployment 
becomes widespread, the trouble begins. 
The masses will stand privation up to a 
certain extent, but there is a limit. It is 
on this limit being reached in a very few 
years that the radical leaders are now de- 
pending. They know that the people will 
then be ripe for exploitation and revolu- 
tion. 


And it must be admitted—grudgingly 
of course—that the agitators and the 
socialists would be able to move out a 
strong case. Examine into the merits of 
the situation a little: The theory of pass- 
ing war burdens down to future genera- 
tions is unsound to the core. Take Ger- 
many, for example, and apply her case 
measurably to all other nations. Unless 
something is done to reduce the heart- 
breaking taxes, the grandson of the Ger- 
man proletarian of today will be paying, in 
the sweat of his brow, every surplus dollar 
he can earn,—to whom? To the rich 
bondholder. Society will have become 
stratified as never before, and the masses, 
hungry and hopeless, will revolt. It is 
madness to disregard or belittle these 


dangers. Those who do so are only fool- 
ing themselves. 
THE EFECTS OF DISARMAMENT 
Total disarmament is not to be hoped for 
at once, but even a moderate reduction in 
current and new expenditures would have 
an astonishing effect on taxes. For ex-: 
ample, Great Britain’s program for new 
naval construction alone calls for $410,- 
000,000 in 1921. If this was reduced one- 
half it would reduce the annual debt 
charges over ten per cent. What is vastly 
more important, it would also release 
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thousands of men for productive work. 
Perhaps some . dissenter will say that 
these men would be thrown out of employ- 
ment, but this is a false theory. Its fallacy 
lies in failure to reflect that when an 
army is thrown out of work the capital 
by which it was supported is simulta- 
neously released, and the capital at once 
seeks employment in constructive enter- 
prises. Capital never is idle for any con- 
siderable length of time. Increased pro- 
duction will always find a market, but 
at lower prices. The net result is abund- 
ance. These are accepted economic 
axioms which are hardly debatable. To 
argue that society can in any degree be 











COMMODITY PRICES 


A GREAT deal depends upon 
a correct understanding 
of the importance of commodity 
price movements and upon a clear 
conception of what may be ex- 
pected in this line. 


Higher commodity _ prices 
will, for example: 


1. Increase inventory 
values. 

2. Allow farmers to liqui- 
date loans. 

3. Release frozen credits. 


4. Increase the cost of 
living. 


5. Encourage a renewal 
of speculation. 


6. Check business fail- 
ures. 
Mr. Gibson’s next article will 
discuss probable developments. 


























benefited by keeping soldiers or sailors at 
work is precisely the same thing as argu- 
ing that it could be benefited by employ- 
ing men to dig ditches and fill them up 
again. It must be quite clear, after a 
moment’s deflection, that to the extent that 
the masses are relieved of paying the 
wages and upkeep of an army, they are 
relieved of taxes. 


OUR OWN POSITION 


The eyes of the world are turned toward 
the United States as the logical and es- 
sential leader in any effective program of 
disarmament. It is pretty generally ad- 
mitted that this country, in alliance with 
Great Britain, holds the key to the solu- 
tion of the problem. In an article in the 
July, 1921, “Atlantic Monthly,” Herbert 
Sidebotham expressed this truth clearly in 
the following words: 


“The only two powers that could possi- 
bly satisfy these conditions are the United 
States and Great Britain; and it is there- 
fore suggested, as the preliminary which 
alone promises any chance of success, that 
there should first be a conference between 
representatives of Great. Britain and 
America, empowered to discuss all the 
questions bearing on disarmament, to make 





a report to their governments, and, if it is 
approved, to submit that, as a draft basis 
for discussion, to any further conference 
for which invitations might be issued to 
cther powers. If Britain and America can- 
not agree, neither can any larger con- 
ference; if, on the other hand, we can and 
do agree, we can play a tune to which ali 
the rest of the world will dance.” 

Further proof of the correctness of this 
view is found in the statement made by 
Mr. Lloyd George in connection with 
President Harding’s invitation to a con- 
ference on the disarmament and Pacific 
problem. The British premier said, in 
part: 


“The British Government accepts Presi- 
dent Harding’s invitation not only with 
alacrity, but with joy and delight, because 
it comes from the President of the United 
States and because I am sincerely hopeful 
that it will lead to a useful discussion of 
the problem of disarmament, upon which 
so much depends for the future of our 
race. It matters not what treaties are 
signed, what pacts are entered into be- 
tween nations, what understandings they 
may establish; it makes no difference what 
leads or associations they may found, if 
nations arm against each other for war— 
war will ensue in the end. Therefore no 
treaty is of value unless it leads to an un- 
derstanding among nations that they will 
not utilize their resources, their wealth 
and their strength for the purpose of de- 
veloping the mechanism of human slaugh- 
ter. I am very hopeful that when that 
conference meets it will lead to something 
beyond mere resolutions in favor of dis- 
atfmament and will lead to an understand- 
ing and real arrangement involving the 
keeping of these armaments within in- 
nocuous limits.” 


There is no room here to quote freely 
the numerous emphatic statements of the 
world’s leading thinkers on the subject of 
disarmament. No doubt many readers are 
familiar with some or all of the recent 
outgivings. There is one man, however, 
whose great mind and great ability as a 
statesman is now being recognized 
throughout the civilized world and whose 
views on the subject of disarmament war- 
rant as extended a quotation as space 
will permit. General Jan Christian Smuts, 
speaking at the second session of the Im- 
perial Conference on June 21, said in 
part: 


“That the greatest military empire that 
ever existed in history [Germany] should 
be reduced to a peace establishment of 
100,000 men is something which I con- 
sidered practically impossible. It is a 
great achievement, so far-reaching, indeed, 
that it ought to become the basis of a new 
departure in world policy. 


“We cannot stop with Germany. We 
cannot stop with the disarmament of Ger- 
many. It is impossible for us to continue 
to envisage the future of the world from 
the point of view of war. I believe it is 
impossible for us to contemplate the pil- 
ing up of armaments in the future of 
the world and the exhaustion of our very 
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imited remaining resources in order to 
carry out a policy of that kind. 


“Such a policy would be criminal. It 
would be the betrayal of the causes for 
which we fought during the war. And if 
we embarked on such a policy it would 
our undoing. 


“We have won on the field of battle. 
Armaments depend upon policy, and there- 
fore I press very strongly that our policy 
should be such as to make a race for arma- 
ments impossible. That should be the car- 
dinal feature of our foreign policy. We 
should not go into the future under this 
iwful handicap of having to support great 
armaments, build new fleets and raise new 
armies. 


“The most fatal mistake of all, in my 
humble opinion, would be a race of arma- 
ments against America. America is the 
nation that is closest to us in all the human 
ties. The Dominions look upon her as the 
oldest of them. She is the relation with 
whom we most closely agree and with 
whom we can most cordially work to- 
gether.” 


In connection with the last paragraph 
it may be pointed out that our own pro- 
gram for armament expenditures for the 
fiscal year is considerably greater than 
the sum of $410,000,000, heretofore re- 
ferred to as having been appropriated by 
Great Britain. 

DISSENTING VIEWS 

Contemplate the absurdity of Great 
Britain and the United States competing 
with each other in an armament race. 
Leaving the rest of the world out of 
consideration for the sake of the illus- 
tration, it is obviously the case that the 
relative naval strength of each country 
would be as great with one hundred 
ships each as with a thousand—with ten 
ships each as with a hundred. Nor would 
it be possible for either nation to per- 
manently surpass the other. Imagine two 
neighboring farmers who distrusted or 
feared each other, competing with watch 
dogs until each has a hundred or so. 
They would be the laughing stock of the 
country, yet the case would be the same. 
Competitive armament is the most non- 


sensical waste ever indulged in by in- 


telligent people. 

No policy, no creed, no theory can ever 
be founded on’ such sound and obvious 
premises that it will not be dissented from. 
And by the same token no policy, creed 
or theory can be so utterly absurd and 
untenable that it will not find followers. 
Without presuming to classify his own 
views as being impregnable, the present 
writer has examined the principal conten- 
tions of those who object to disarmament 
or view it as being impractical, and has 
been unable to discover anything of a 
convincing character on the other side of 
the question. There are not many dis- 
sensions in the ranks of men whose views 
are entitled to respectful attention, but 
there are a good many in the everyday 
walks of life. 

To contend that men must murder each 
other and destroy property in order to 
progress is to defy logic, to sanction the 
highest forms of immorality, to pervert 
common sense, and to prostitute the en- 
tire scheme of creation and providence. 
Apply the acid test of progression to 

(Continued on page 224) 


~The Status of Railroad Stocks 


HE Man from Missouri who has 
insisted upon having tangible proof 
presented to him as to the “come- 


back” of the railroads should not now find 


it difficult to obtain it. The companies 


are not making huge fortunes for their 
cwners right now, but they are headed for 
prosperity and not for the haven of re- 
ceiverships. 


And, most important, the present price 
level of railroad stocks does not begin to 
reflect the superiority of the position now 
eccupied by the railroads, while itis a 
most difficult matter for one to judge 
whether or not the price level for indus- 
trial stocks represents the true values 
behind those securities. 


In other words, it is far easier to de- 
termine which railroads have the most 
promising outlook, and it is not as simple 
a matter to determine, in view of the un- 
certainties, which industrials represent 
complete liquidation, with the possible ex- 
ception of a few major securities. 


It was early in 1920 that the process of 
security deflation was set in motion. On 
January 1, of that year, the average price 
of industrial stocks—and the average does 
not include the so-called cat and dog 
variety but securities like U. S. Steel—was 
$2.17. 


On January 1, 1920, the average price of 
railroad stocks was 62.29, or 29.88 points 
below the average for the industrials. 


The current averages for the same 
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stocks. compare: 


railroads, 58.90. 


industrials, 64.56, and 


That means there has been, since Jan- 
uary 1, 1920, an average decline of 27.61 
points in industrials, and an average de- 
cline of 3.39 points in railroad stocks. 

And today, or at the date of the above 
showing of averages, the spread between 
industrials and railroads was only 5.66 
points. 


One thing is certain, those who held 
their railroad securities through 1920 in 
the belief that the enactment of the Trans- 
portation Act of 1920 really meant the 
turning point in railroad history have no 
reason for regretting their action. 


The major decline through which we 
have passed, therefore, has been in indus- 
trials and not in railroad stocks. Those 
who held the railroad stocks have been 
satished that their turn would come. For- 
tunately, although there has not been a 
disposition to enter the market in a 
spirited way, in competitive bidding for 
stocks, there has not been a disposition to 
heed the pessimistic talk that has been 
heard regarding the railroads. 


I regard the foregoing statement of facts 
as one of the best auguries of good that 
could be found in any situation as far as 
the market position of securities is con- 
cerned. Ad, mark you, the present level 
of railroad prices is lower than it has been 
since about 1885. So there is the added 
significance in the situation presented that, 
while industrials have been declining, the 
railroads have held fairly steady and it 


can be concluded that they have been 
thoreughly liquidated long since. 


Let us look backward for a moment. 
Before the war the average price of rails 
generally was about 15 points above in- 
dustrials. As is seen by the figures above, 
the average of the rails, while below that 
of the industria!s, is steadily gaining. And 
there is the chance, greatly strengthened 
by the very promising outlook for the 
railroads in the wpproaching period cof 
seasonal grcss and net increases in 
revenues, that the advance in the average 
price level wil! be rapid. 


When the turn comes industrial prices 
will advance. But rails in all probability 
will advance much more rapidly. They al- 
ways have in past market recoveries when 
the outlook for the carriers was compara- 
tively more auspicious than for the in- 
dustrials 


“But,” interposes the conscientious ob- 
jector, “the railroad net for May, for 
example, fell far short of the full six per 
cent. provided for by the Transportation 
Act. Moreover, the showing of monthly 
earnings by the roads of the full six per 
cent. portion thus far reveals the fact that 
the numbers of roads which have been 
able to show better than the monthly quota 
is far outnumbered by those which have 
not been able to do so.” 


But, answers the Believer, the fact that. 
some roads have been able to get their 
operating costs under control sufficiently to 
be ‘n a position to show the six per cent. 
requirement for the first half of the year 
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fully earned, and in a period of general 
depress’on in business and reduced traffic 
volume, proves that it can be done. 


It must be borne in mind that some 
roads operate under conditions that make 
a revision of operating expenses slow. 
‘ithe operating profit per unit with some 
line; is lower than it is with others; there 
are differences in character of traffic; dif- 
ferences in traffic density that in some 
cases make for a naturally higher ratio of 
maintenance charges. 


But the very fact that it is possible for 
a number of toads to show the full six 
per cent. requirement earned in that period 
of the year when the per cent. of annual 
gross is lowest, and in the face of general 
business depression, is substantial proof 
that, given general improvement in traffic, 
and in business conditions, the general 
average of railroad earnings will be much 
higher. 


And, continues the Believer, even though 
the net for the railroads as a whole, in 
May of this year did fall far short of be- 
ing the full six per cent. proportion, never- 
theless it was the largest net since Novem- 
ber last, and compared with an operating 
deficit for the same month last year. 


Here is what I am endeavoring to drive 
home: the railroads are slowly converting 
deficits into net operating profits in spite 
of the handicap of business depression. 


Mr. Will Payne, who is an interesting 
and engaging writer on many subjects 
recently attempted to set forth what really 
ails the railroads in a leading article in 
The Saturday Evening Post.  Unfor- 
tunately he sought to project into the 
future some rather unsatisfactory condi- 
tions of the recent past which were buried 
six feet deep by the Transportation Act of 
1920. And he started out with a mistaken 
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premise, namely that, before the war, the 
railroads of the country were on their way 
tc the bow-wows. 


Mr. Payne asserted that under present 
conditions the railroads cannot attract 
private ability or private capital. The 
present writer ventures the opinion that 
the facts regarding railroad performance 
in the past six months in the face of about 
as stagnant business conditions as could 
possibly obtain seems to contradict the 
charge that versatile and competent private 
ability cannot be drawn to the business of 
railroad operation. 

PREDICTS STAGNATION 

Mr. Payne continues to say that the 
railroads will continue to flounder and will 
be coming back for more dope—more 
government loans and guarantees; more 
government regulation and control. He 
says “they will grow stiffer in the joints, 
larger in the stomach, denser in the head.” 

The investor who predicates his posi- 
tion on the railroad outlook on_ that 
premise will find himself just where others 
found themselves who, thinking that the 
abnormal war profits of industrials would 
go on forever like Tennyson’s Brook, 
held their stocks until the life was 
squeezed out of them. They will postpone 
their purchase of stocks until they have 
reached their peak prices thereby contribut- 
ing handsomely to the profits of those who 
purchase at today’s low levels. 


It is not the writer’s purpose to go into 
a lengthy and perhaps tiresome discussion, 
but he would suggest to readers that when 
anyone asserts that the railroads are 
decadent, are standing still, or face a 
future without promise they support their 
contentions with evidence that is entirely 
irrelevant, incompetent and immaterial. 


Let us glance at the record for the rail- 





roads prior to our entrance into the wa: 
and the advent of federal control. Let u 
take the figures showing the average 
profits on outstanding capital stock, an 
the average dividends paid. 


Years Aver. profits Aver. diy 
Da ack waka’ Kane 8.64% 6.29¢ 
ge eer ee 10.19 6.30 
anche ate aes 11.01 6.65 
SOE ctu keeessseees 9.70 6.87 
Sc hah vert dineteice« 8.53 6.80 
Sy Dike dsvawasuh es 10.27 6.67 
Pe wes schbe ads wat 8.19 6.80 
EP hous etmek ved oe 7.30 6.40 
DET tay chen bees 12.12 6.63 
BD “eats san cdhhox 12.08 6.87 


The above figures certainly do not prove 
that the railroads were headed for de- 
struction. True, they do not disclose any- 
thing in the way of hair-raising profits 
calculated to bring investors in pell-mell 
rush. But they do prove that railroading 
was not a losing game. 


And the new conditions and laws mean 
that sound capitalization in the future will 
be amply rewarded. Six per cent. on 
property investment means more than 
what it suggests on its face. 


It means, for example, that, given 
normal conditions and_ efficiency and 
economy in management, Colorado & 
Southern possesses an indicated earning 
power of 21.37% for its first preferred 
stock; that Baltimore & Ohio has an in- 
dicated earning power for its preferred 
stock of 23.85% and that Chesapeake & 
Ohio has an indicated earning power of 
nearly 12% for its stock. 


Soundly capitalized, well-managed and 
efficiently operated railroads never had 2 
better chance, with business conditions 
normal, of building an earning power 
greater than they have ever enjoyed. 
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The black area shows for each week 
highest and lowest daily average price 
ot the twenty-five industrials, and the 
white area the corresponding figures 
for twenty-five rails 
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at Becomes of Profits?’ 


No. 23: United Shoe Machinery Corporation 
Record Low Prices Follow War Boom—Cash Down, Profits Too—Prices 


ROM the pinnacles of prosperity to 
} the depths of “adversity” is the rec- 

ord of the great United Shoe Ma- 
chinery Corporation, whose stocks, both 
ommon and preferred, have sold this year 
at the lowest record in over twenty years’ 
history, so soon_after the remarkable war- 
oom in the shoe business. 


The cause of the slump is the increase 
in debts year after year, and decrease in 
cash resources, and lowest net cash posi- 
tion to start 1921, in several decades. 
This comes on top of a very poor year, 
1920, when only 67c a share was earned on 
the common stock. Also for the first time 
in a generation, the company reports a de- 
cline in leased machines account. On these 
outstanding machines the company depends 
for its royalties and rents. It is the first 
time in many, many years that a healthy 
increase has not been shown in outstanding 
machines account, and a decline instead 
in volume of these breadwinners, to sav 
nothing of decline in earnings per active 
machine. 


HEAVY INVENTORY 


The company starts 1921 with the great- 
est inventory load in history. Its me-:- 
chandise is high-priced goods, too. The 
marking down in price of these goods in 
1921, through lowering inventory, is apt 
to mark down paper profits this year. 


The record of many years past shows 
very conservative accounting. There is 
but little, comparatively very little, dis- 
crepancy between book or paper profits 
and really available profits. The company 
reports $30,694,000 book or paper profits 
on the common stock after 
charges for the last six years. The table 
itemizes the figures. The really available 
profits sum up at $27,376,000 or $3.30 a 
share a year on the present stock. The 
company paid $26,758,000 in dividends in 
‘ash and Liberty bonds, exclusive of stock 
dividends, 


preferred 


In “available profits” I reckon dividends 
paid out, and net gains, if any, in cash 
position and inventory, although gains in 
inventory are not “available” in the strict 
interpretation of that word. All these are 
realizable gains. I exclude as non-avail- 
ible, alleged profits tied up in fixed cani- 
tal like plant and machinery used in busi- 
business. 


The record of available profits coming 
ip to 90% of the paper profits is very 
good, exceptionally good in comparison 
with some of the steel, drug, motor and 
itther industrial corporations the writer 
has reviewed in this series, which show 
1 wide divergence between paper profit 
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and available profit. The records show 
that almost all the really available profits 
were paid out in dividends. As _ over 
$12,000,000 available profit represented in- 
ventory gains, in addition, the latter was 
possible only by a drop in net cash. Net 
cash position fell away nearly $11,000,000. 


CASH POSITION 

Net cash assets exceeded debts by only 
$5,818,665 as of March 1, 1921, the end 
of the 1920 fiscal year. This shows nearly 
$6,000,000 drop in cash position in the one 
year preceding ($11,790,000 as of 1920). 
Every year net cash position has dropped 
away since 1913 (excepting only March ], 
1917, when it suddenly soared to a pin- 
nacle high at $18,147,000). Cash assets 
used to exceed debts by over $16,000,000 
prior to 1918 and going way back before 
the war. The cash position was $16,558,- 
GOO net to the good to start 1914. The 
drop to only $5,818,000 net cash position 
in 1921, the 
prodigious. 


poorest in decades, is 


The falling away in net cash position is 
due both to increase in debts and loss in 
net cash assets with which to meet in- 
creasing debts. 


Only $2,222,000 debts were reported by 
the company at the end of 1913. They in- 
cluded only $364,304 current payables, and 
$1,857,999 reserves for taxes, bad accounts 
and contingencies, 
funds. 


and various reserve 


STOCK PRICES 

The debts have swelled regularly year 
after year, excepting only around 1916. 
By a coincidence cash assets were strong- 
est, too, at that time when debts were 
lower. It is not a coincidence that the 
highest share prices in modern years ruled 
for the stock at that time. It shows, what 
everybody ought to know, that stock prices 
follow very closely the cash register and 
balance sheet in a seasoned security of 
years’ standing like United Shoe Ma- 


chinery Corp. 


By the same token, stock prices are low- 
est in 1921, when net cash position is low- 


‘est as a result of shrunken cash and ex- 


panded debts. Debts expanded to $11,040,- 
000, as of March 1, 1921, This includes 
$6,377,174 current payables, and $4,663,590 
reserves for taxes, bad accounts and mis- 
cellaneous reserves. 


Whereas debts swelled from $2,222,000 
in 1913 to $11,040,000 as of March 1, 1921, 
the cash and receivables and Liberty bonds 
with which to meet increased debts have 
gone down instead of up. Cash plus re- 
ceivables account of only $16,859,429 this 


Still High for Dull Times? 


- 
year is lower than any year since the 


earliest history of the corporation. 


Cash hovered closely around $19,000,000 
(including receivables) for many years 
before the war, during the war, and after 


the war. It swelled a little over $19,000,000 . 


in 1915-16-17 when share prices were 
highest. It dropped a little under $19,- 
000,000 in 1918-19 after the Armistice 
when business slumped, when share prices 
slumped heavily. Here again share prices 
showed they follow the cash register very 
closely. 


The $6,000,000 net drop in cash position 
in the one fiscal year, 1920, through about 
$4,000,000 increase in debts and $2,000,000 
drop in gross cash-assets, is not only note- 
worthy in itself, but further noteworthy 
is this drop in net cash, coming as it did, 
in the face of liquidation in machines ac- 
count. Some $2,700,000 of machines were 
liquidated, in view of which the $6,000,000 
drop in net cash is the more notable. The 
drop in machines account as well as cash, 
too, will be referred to again, 

HIGH PRICING 

Inventories of high-priced taggings have 
piled up on the shelves and books the 
while cash has evaporated. The gain in 
goods thus valued almost agrees with the 
drop in net cash position. Net cash posi- 
tion fell away $10,740,000 in seven years 
from $16,558,540 as of March 1, 1914, to 
$5,818,665 as of March 1, 1921. In the 
same period inventories piled up $12,064,- 
000 in prices and goods, from $5,806,286 
to $17,870,757. The inventory and net po- 


sition items on the books have almost 
changed places, one with the other, be- 


tween 1913 and 1921. 
$17,000,000 net cash 
$6,000,000 inventory. 
$6,000,000 net cash 
$17,000,000 inventory. 

The following significant remarks occur 
in the recent annual report for 1920 anent 
piling 


It used to be about 
position, and under 
Now it is 
position 


under 


and over 


up of inventory prices and goods 
to the record peak load: 

“When the period of deflation set in 
about June, 1920), we had in hand an un- 
precedentedly large number of emergency 
orders for new machines of all types, and 


for every variety of shoe supplies and 
findings. We had the materials to pro- 
duce them, for which we had_ been 


obliged to pay the then prevailing high 
prices. Consequently, with new business 
negligible and cancellations prevalent, we 


reached the end of our fiscal with 


exceedingly large inventories.” 


year 


The heavy marking down of inventories 
would wipe out much of the profit of re- 


cent years. Reductions in inventory items 
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have been a conspicuous feature in late 
1920 and 1921 to date, although recently 
some improvement showed in a few lines 
of leather. Even were sales good, re- 
duction in inventories is bound to affect 
profits shown on the books for 1921. 


Machines account dropped over $2,700,- 
000 during the 1920 year. Every year for 
a generation this item has shown a robust 
advance. The drop from $42,976,000 a 
year ago to $40,275,085 in March, 1921, is 
significant. The machines account refers 
to machines in the hands of cobblers, 
from whom the company collects rentals, 
or in the hands of shoe factories from 
whom the corporation collects either 
tentals or royalties on the quantity of 
shoes made. Apart from the revenue 
from rentals and royalties on leased ma- 
chines the corporation depends for income 
upon the sale of tools and parts, threads 
and accessories, and all manner of find- 
ings and supplies. 


The stagnation in business would be 
bad enough, entailing as it does a loss in 
revenue on each machine in use. When, 
in addition to this it curtails the number 
of machines used, it hurts not only cur- 
rent revenues, but affects future income, 
too. 


Merchandise represented by machines 
plus inventories aggregated $32,881,000 in 
March, 1914. Three years later in March, 
1917, the figure was up $13,588,000 to 
$46,469,000, but $10,000,000 of the increase 
represented not any increase in goods or 
machines, but rather a “revaluation.” In 
1921 the total stands at $58,146,000. This 
total includes $40,275,000 machines, down 
$2,701,000 from the record high in 1920. 
The inventory included was $17,871,000, up 
$4,809,000 from 1920, representing, too, a 
record growth in inventory for a singte 
year. Whether this may have been due 
in part to returning into inventory account 
some of the reduction in machines account 
is not plain. 

Whether or no the general investing 
public has adequately recognized the rec- 
ord high debts, record low gross cash and 
net cash position, the decline in machines 
account, overload of high-priced inven- 
tories, and low profits, the fact is that the 
decline in share prices to record low in 
over twenty years reflects the conditiors, 
whether or no the conditions have been 
broadly recognized. 

The preferred 6% stock reached a rec- 
ord low at 22% on April 1. It has never 
sold under 23 before the past year. This 
6% issue has been one of the “conserva- 
tive investments” for decades. Even 
around 24 last week (par $25), the low 
price is equal to 96 for a $100 par stock. 
Even after the record decline, it will be 
admitted that a price of 96 is still very 
high for a 6% stock these days when “gilt 
edged” investments yield over 7 and over 
8%. 

Never before has the 6% preferred stock 
sold below par, $25, in over twenty years, 
except once in 1901, and in the 1907-08 
panic, and one day in 1918, near the end 
of the war. The lowest price heretofore 
was 23% back in 1901 and 22% in Sep- 
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United Shoe Machinery Corp. 


Its finances, book profits, available profits, dividends, share prices, etc. 


Finances: Debts, Cash and Other Assets, Capital, Etc. (Feb. 28) 


Cash debts it owes 1921 
Current payables ..... $6,377,174 


1920 
$3,008,132 $1,611,018 


1919 1918 1917 1916 








ayable $1,918,663 $860,722 $1,451,159 

Reserve Liabilities .... 4,663,590 3,975,946 3,307,520 2,697,065 1,919,484 1,901,911 

_ Funds on hand to meet debts 

Cash, receivables and 
government bonds... $16,859,429 $18,782,301 $17,802,480 $19,987,551 $20,927,834 $19,494,914 
Net Cash Position: 4 

Funds exceed debts by $5,818,665 $11,798,223 $12,883,942 $15,371,823 $18,147,628 $16,141,844 
Other Assets (1: Fluid) 

ERWORGIET sncicssncase $17,870,757 $13,061,637 $11,723,205 $9,893,427 $8,476,419? $6,050,035 
Other Assets (2: Fixed) : 

Machines leased ...... $40,275,085 $42,976,474 $42,681,472 $40,086,472 $37,992,3602 $30,077,805 

Plant; equipment! .... 5,146,398 4,476,118 3,952,204 4,144,641 4,002,889 4,150,946 
Fixed Assets ........ $45,421,483 $47,452,592 $46,633,676 $44,230,790 $41,995,2492 $34,102,080 


Capital and Surplus 
6% pfd, cum.; par $25 $9,996,375 
Common, par $25 34,667,839 
Subsid’s out, at par.. 13,248 


$9,958,550 
34,667,839 
15,448 


$9,890,425 
34,667,839 
83,573 


$9,818,775 
34,656,839 
166, 22% 


$9,786,975 
31,506,981 
215,374 


$9,774,075 
31,506,981 


220,517 


Book or Paper Profits for Fiscal Year 


Based on sales, less what bookkeepers reckon as “working costs,’ depreciation, etc. 
Fiscal year ending February 28 following 






1918 1917 1916 1915 
$7,495,121 $6,137,323 $8,174,452 $6,138,434 
1,000,000 Se.) inceUiew.°  genbawas 
592,580 587,748 586,358 586,444 





Gross Profit after de- 1920 1919 
preciation «= ...eecss- $3,019,872 $8,018,101 

Taxes; contingencies .. 1,500,000 1,500,000 

Pfd. dividends ........ 593,000 592,874 
Net for common..... $926,872 $5,925,127 
Be RES ness tesa wed 67c $4.77 


$5,902,540 $4,799,575 $7,588,094 $5,551,990 
$4.76 $3.63 $6.02 $4.74 


Available Profits in Realizable Assets 


Based on realizable assets revealed in balance sheet (net cash and inventory) plus dividends 
paid out; unrealizable gains, as fixed plant, etc., ignored. 


Net cash up; down... —5,980,000 —85,000 
Dividends paid (com- 

mon) in cash-Liberty 

OS Ree +4,164,046 4,853,497 
Inventory up; down.. 44,809,000 +1,338,000 


Debit: Plant disposed  -—2,031,000 





Available Profit $962 ,000 $6,106,000 
ee As ea ee 69e $4.40 


2,488,000 —2,776,000_  +2,006,000 —240,000 


+4,157,757 +3,905,480 +4,410,001 


+5,267,214 





+1,830,000 +1,417,000 = 42,426,000 +394,000 
$3,499,000 2,546,000 $8,842, 2 $5,421,000 
$2.53 $1.84 $6.38 $3.98 


Other Gains (Plant); Not Available Profit 


Fixed assets; gain ....  —2,031,000 +$819,000 


+$2,408,000 +$2,235,000' +$7,767,0002 4$126,000 


Share Prices; Dividends; and Earnings 





Pfd, 6%, par $25 1921 1920 1919 1918 1917 1916 1915 1914 1913 1912 
LO eee 25 26 31 2614 50 31 30 301% 281% 2934 
Sf) ee oe 22% 23 251% 24% 25 281, 28 28 2634 27% 
mOOk P8Ol....  «» 15.0% 66.0% 65.8% 55.0% 83.5% 62.8% 50.0% 64.4% 64.38% 
Dividend. -- 6% 6% 6% 6% 6% 6% 6% 6% 6% 6% 

Common, par $25 
High .*..... 3914 49 5D 48\, nS, 6314 65 61% 5534 57% 
Sy oi. 5. ss 33 321, 44 3814 371% 50 48 524, 411, 46 4/, 
Book Profit... .. 67c $4.77 $4.76 $3.63 $6.02 $4.74 $3.73 $4.90 $7.39 
Available Profit .. 69e $4.40 $2.53 $1.84 $6.38 $3.93 s% ; 

Common Dividends 
TE sa eve see - $3.00 $3.50 $3.00 $3.00 $3.50 $4.50 $2.00 $2.00 $2.00 
Liberty bonds 0 0 0 9 $1.00 0 0 0 0 0 
ER CES bam > 0 0 0 0 10% 6%* 10% 0 0 0 

4Includes $400,000 patents and good will. * Subject to revaluation, which added in 1917 


some $10,000,000 to inventories, plant and machines. ®The extra dividend in stock, 6% in 


July, 1916, was paid in preferred stock of Thomas G. Plant Co., 


a subsidiary. “Share 


prices and dividends” are in calendar year. All other figures are in fiscal years. 











tember, 1920. It has sold above 29 every 
year since 1901 except 1907 and in 1920- 
21. This price of 29 or better is remark- 
able for a 6% tosck. It represents 116 
price at 100 par. Most years better than 
30, and a record of 33 in 1902 was reached 
by the 6% preferred stock, par $25. 

For the common stock, the record low 
price was 31 in 1901, but allowance should 
be made of course for the exchange of old 
stock of the old U. S. M. Co. into the new 
U. S. M. Corp. The common stock has 
sold above 55 every years since 1902 ex- 
cept in 1903, in 1918 at the end of the 
war, and recently in 1920-1. The year 
1920 was the first year since 1901 that the 
common did not sell above 50. The recent 
high for the common stock was 55 in 1919 
and around 65 in 1915-16, with 95% record 
high in 1905 at the inception of the present 
U. S. M. Corp. as successor to the old 
U. S. M. Co. 


The dividend rate on the common has 
been 8% ($2.00 a share a year) every 
year since 1906, with extras in cash in 
nearly all years. In recent years 4% 
extra was paid in 1917-18 and 1920, and 
6% extra in 1916 and 1919, with 10% 
extra in 1915. A special extra dividend 
of 4% in Liberty bonds was voted payabl 
in July, 1917. The extras are paid in July. 
Ten per cent. in common stock was paid 
in 1915 as an extra and another 10% 
in 1917. 

Outstanding stock has been expanded 
through stock dividends till it requires 
$2,773,000 a year in cash to pay 8%, ex- 
clusive of any extras. Less than $700,009 
was earned in 1920, and not in cash. A 
very considerable improvement in business 
in 1921-22 will be necessary to permit even 
8% cash dividends, or $2.00 a share a year. 
Prices of shares look high, but not if earn- 
ings warrant resumption of extras. 
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Good Stocks Should Be Bought 


Wise Selection of Sound and Promising Securities More Important Consider. 
ation Now Than Price Trend 


HIS article is not intended to, and 
probably would not, interest the in- 
vestor who is seeking quick profits. 
lt is intended for the investor who can 
realize that there are times when the ques- 
tion of careful and discriminating selec- 
tion of sound securities is more important 
than the question of the possible trend of 
prices in the immediate future. 


In the past several weeks, what is known 
as the “professional contingent” has been 
occupying the center of the stage. In the 
stock and bond markets, the comparative 
firmness of prices of sound securities has 
been far more important than has been 
the apparent trend of prices in any par- 
ticular group or of any individual stocks. 


The past few weeks then may be called 
an accumulation period. Why do far- 
sighted investors accumulate good stocks 
and bonds during a time when the pre- 
dominating feature of the markets is 
dulness? Why do they select that interval 
which follows a major decline as a time 
in which to make unobstrusive commit- 
ments ? 


The answer is, because the time in 
which it is most profitable to purchase 
stocks is when there is an absence of 
competitive bidding and when it is reason- 
able to conclude that prices are at or near 
the bottom and the signs are in the sky 
that general betterment of the conditions 
that influence markets are about due. 


Business and markets have reached the 
point where it is safe to anticipate that 
the next important development will be 
revival. 

Business improvement is actually under 
way in many branches even though the 
revival may be but temporary in some 
lines for the reason that there yet remains 
something to be done in the way of defla- 
tion. An example of the latter would be 
the sugar industry. There in all proba- 
bility will be some stiffening in the price 
of the commodity this month and the next, 
during which time the stocks naturally 
would respond. But the financial affairs 
of many companies do not as yet represent 
thorough adjustment so that, after what 
may be a fairly extended improvement 
in prices of the securities, there is likely 
to come another period in which quota- 
tions will recede or remain irregular. 


In view of the statement made at the 
outset of this discussion that judicious 
and discriminating selection is more im- 
portant now than is price trend, it will be 
well to name in the order of their seeming 
importance a few of those departments 
which appear to be most favorably situated 
as to present conditions and the outlook. 

They are: rails, public utilitics, coppers, 
tobacco stocks, and selected industrials. 
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Company Stock Price Yield 
Baltimore & Ohio.. 4% pfd. $51 7.8% 
Rock Island........ 7% pid. 74 9.5% 
Illinois Central.... 7% com. 94 7.5% 
New- York Central 5% com. 72 6.9% 
CS "ee 6% com. 85 7.1% 
Pac. Gas & Electric 5% com. 55 91% 
Brooklyn Edison.. 8% cap. 95 8.4% 
Detroit Edison.... 8% com. 91 88% 
P. Lover. ...... 7% pid. 102 69% 
iat oe 5% com. 74 68% 
THE RAILS 
Beginning with this month, the rail- 


roads should show, week by week, a very 
rapid increase in net earnings. Many 
factors contribute to such a promise. First 
of all is the demonstrable reduction in 
operating costs. Then comes the always to 
be expected increase in gross which begins 
to make its appearance in July and con- 
tinues to November, to which must be 
added the factor of higher freight and 
passenger rates. 

With that brief statement in mind, it 
seems that discriminate selection for in- 
vestment would include: Baltimore & Ohio 
preferred, Rock Island preferreds, Atchi- 
son common, Illinois Central, and New 
York Central. 

The following figures give a graphic 
idea of the manner in which these com- 
panies have been able, through the opera- 
tion of all the influences which are mak- 
ing for improvement, to make a favorable 
showing in the completed figures to hand 
at this writing. Three ciphers omitted: 


Net revenues bef. taxes 


Road Jan. 1, to May 31, 
1921 1920 

Baltimore & Ohio.... $11,469. $ 3,286. 
Rock dsland......6.... 7,245. 4,631. 
Illinois Central....... 10,421. 5,832. 
New York Central... 19,390. 10,565. 
Atchison... 66562 %.5%- 15,710. 22,124. 
It will be noted that Atchison is the 


only one of the list that apparently makes 
a rather unfavorable showing for net dur- 
ing the period under review. Also it may 
be said that Atchison according to esti- 
mates of recent performance is showing 
speed in the reduction of operating costs 
that will result in a surprising record for 
the complete year. In April the percentage 
of the 6% guarantee earned by Atchison 
was 115.96; in May 128.55. That is an 
excellent record. 

The point about these stocks is that, if 
in a period of seasonal decline in traffic, 
and of general depression the roads have 
been able to give such a good account of 
themselves, they can be considered définite- 
ly on the way to a return of prosperity. 


PUBLIC UTILITIES 

It has become an accepted fact that the 
tide has turned for the public utilities as 
a result of the same sort of factors that 
have been selected as the most important 
influences making for improvement in the 
steam railroad situation and outlook. 

The following figures, showing the earn- 
ings position of a few selected companies 
whose securities are suggested as attrac- 
tive in the table accompanying this article, 
should be convincing of the strides that 
have been made toward the dollars and 
cents improvement that is of 
portance to investors. 


first im- 
Net revenues 
May 31,’21 May 31,’20 

(000) omitted 


Company 


Pacific Gas & Electric.. $2,064* $1,685* 
Brooklyn Edison....... 2,311} 1,900£ 
Detroit Edison......... 2,659* 1,938* 


*5 mos. ended May 31. + Year ended 
June. $¢Calendar year. 
THE COPPERS 


There is a prevailing opinion that a rise 
in the price of copper is near that will 
carry the price for copper stocks upward, 
as such a development always has in the 
past. It is true that the situation as far 
as the metal is concerned is not all that 
could be wished for. The stocks are not 
going to wait for the actual appearance 
of more favorable earnings statements. 
They never have done so in the past and, 
as the present price level for the 
so low, 


stocks is 
there seems reason for including 
a few of the stocks in one’s program of 
careful selection in preparation for a 
buoyant market. 


Stocks like Utah and Miami might be 
included in this program, although it must 
be remarked that they are not, strictly 
speaking, to be considered in the light of 


investments. At the same time the writer 
believes that present purchase will be 
justified on the simple assumption that 


the prices represent thorough liquidation 
and any further recession before a sub- 
stantial rise would at most be trifling. 


THE TOBACCOS 

There have been some fairly substantial 
inventory losses by the tobacco companies 
but this has been offset somewhat by the 
reduced manufacturing costs brought about 
by the decline in the price of raw material. 
It is not to be expected that the companies 
will begin to show up as well as they 
should until later, as sales have declined 
somewhat. It however is believed that the 
business depression is so nearly ended that 
one can safely assume that purchases at 
or perhaps a little below present price 
levels can be commended. 


P. Lorillard perhaps is most favorably 
situated of the manufacturing companies 
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and its preferred stock may be regarded 
as a perfectly safe investment. 

It may be said here, and the statement 
can be applied as a general proposition, 
that intrinsic cheapness is a meritorious 
consideration and temporary recessions, 
rather than being a time for discourage- 
ment, should be considered in its true 
character and even might be taken ad- 
vantage of for purposes of averaging. 

OTHER RECOMMENDATIONS 

There is every reason for believing that 
the outlook for the steel industry is much 
better than it has been for some time as 
the reappearance of some moderate pur- 
chasing by consumers would indicate. 
However, it is not believed that the smaller 
and independent steels can be regarded as 
particularly favorable purchases at pres- 
ent. They may have further chastening 


to encounter before they can be said to 
have turned their corner. 


3ut United States Steel, fortified as it 
is by huge cash resources and by a form 
of management that is above reproach, 
stands in a class by itself. Those who 
have purchased at higher levels and still 
hold Steel common would be foolish in- 
deed to sacrifice their stock. They should, 
on the contrary, feel perfectly safe in buy- 
ing on recessions to improve their average 
cost. 


NO OVEREXPANSION 
There has not been the handicapping 
overexpansion either in capital or pro- 
ductive capacity in the case of the big 
corporation that is the drawback with so 
many of the smaller producers. Taking 
the broad view of the situation, the writer 





feels confident in commending Steel com- 
mon. 

Another industrial that has been giving 
a rather good account of itself is New 
York Dock. This company has been 
demonstrating a gratifying improvement i: 
earnings that has been quite consistent 
In the first five months of this year th: 
company showed net revenues of $1,041.- 
923, compared with $814,869 for the cor- 
responding period of last year. The stock 
recently was quoted around 32. 


The writer does not claim infallibility, 
but presents opinions predicated as con- 
servatively as possible upon his reading of 
the signs of the times. It is believed that 
the program as suggested would net the 
investor a substantial profit provided pro- 
per attention were given to price condi- 


. tions once a buoyant market develops. 


Tide Changed for Big Utility 


American Light and Traction Second Quarter Shows Remarkable Gain 


ET earnings for the second quarter 

of the calendar year of the Amer- 

ican Light & Traction will prove 
extremely pleasing to the company’s 
shareholders. The gain it was able to report 
of more than $700,000 for the three months 
of April, May and June indicates to what 
extent the corporation has recovered from 
the unusual abnormalities, which since 1918 
have borne down with such a heavy hand 
upon all the public utilities. 


The second quarter’s earning statement 
reveals a profit of $966,007. It is well for 
what it indicates for the future to con- 
trast the showing with the net profits re- 
ported for the first quarter of $259,884. 
These figures do not reveal the entire story 
of the consistent progress of the com- 
pany in a return of the flourishing condi- 
tion in which it was before the outbreak 
of the war To get a line on it, it is 
better to study the net earnings from 
month to month. They were as follows. 


5, EERE ne $ 76,999.81 
lebruary 


teks 56,725.17 


OPS Oo iS See array, Sener 126,160.00 
SOO LORS Ee a eres es Ses 293,265.12 
BOG Fe it dawhawanexc ks ee ks 348,039.81 
SOE oes cape sc as soe saws ones 325,312.37 


STRONG SHOWING 

This remarkable transformation within 
so short a period after the general collapse 
in commodities, materials, cost of opera- 
tion, and readjustment in wages bears out 
the contention of operators of public 
service corporations that their class of 
corporations suffered from no inherent 
weakness in their structure, or in their 
earning capacity, but it could hardly be 
expected of them to withstand the pres 
sure of high operating cost, and relatively 
as high maintenance expenditures with 
their rates fixed on the basis that was 
thought reasonable before the war. 


However, this situation is now changed. 
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Communities with few exceptions have 
come to realize that it was to their best 
interest to grant increased ‘rates to their 
utilities, if they expected them to render 
an efficient service. This and the natural 
readjustment in the entire range of the 
cost of living have again equalized the cost 
of operation with the revenues. The 
American Light & Traction is a notable 
example of this reversal which must carry 
with a feeling of great satisfaction to the 
shareholders, who had not lost faith in 
its earning ability under normal condi- 
tions. 


BRIGHT OUTLOOK 


Another good feature about the earnings 
reported for’ the second quarter is that 
the gain was all made without any assist- 
ance from the Detroit, Mich., subsidiary, 
which is one of the most important of the 
entire American Light & Traction group. 
There the question of rates remains unde- 
cided and it may be some months yet be- 
fore it will be fully determined for the 
renewal cf the franchise is under discus- 
sion. As there is every reason to expect 
that the franchise and rates of the com- 
pany will be amicably adjusted by the city. 
the net earnings should be considered aug- 
mented from this source. 


On the basis of the net earnings for 
the second quarter the company’s income 
for a year should run close to $3,866,460, 
or close to what they were in 1919, and 
with the Detroit earnings added it would 
not surprise us were the profits soon to 
reach the good proportions they attained 
in 1917 when the net reported was $5,171,- 
520. 


Such an expectation is not out.of bound 
with reason for it must be borne in mind 
that the second quarter’s gains were se- 
cured despite the business depression 
which has reduced gross business from 15 


to 20%, to which must also be added the 
temporary loss of the former good profits 
contributed by the company’s Detroit 
property. 


Despite the setback the company re- 
ceived from the effects of the war its 
stock has never lost its high reputation 
as a public utility security among in- 
vestors. Now that it is all in the back- 
ground one can look to the future with 
more confidence, and that future, con- 
trasted with the unusual record estab- 
lished by the shares of the company, 
promises well, 


In 1912 the company’s common stock 
sold as high as $450 a share. It was then pay- 
ing 10 per cent. dividends annually in cash 
and an additional ten per cent. in stock. 
This rate was continued until 1920, when 
the directors found it incumbent on their 
part to reduce the dividend rate to 4 per 
cent. per annum and the same amount in 
common stock, a step that was unavoid- 
able because of the inroad the high cost 
of operation made upon the net revenues. 

As conditions and prospects are differ- 
ent now in all probability the percentage 


of the gross earnings saved for the net 


should gradually restore the margin, 
which would enable the company to in- 
crease its dividends to the rates that were 
paid formerly. 


For years the company has earned a 
large percentage on both classes of its 
stock, as is indicated by the following 
record: 


Per Cent. Per Cent. 


Year Preferred Common 
ieee. siiuxktaescdeu 8.35 
| SEES eee 5 29.10 13.61 
LY | ee 14.43 
| Agi eet eae ROP 20.98 
2) a ee’ Ce 39.67 25.66 
SED cdl «ce acaee 35.27 24.62 
Ll eae 30.03 22.32 
1 ERRATA 25.09 
Ree ee a) 29.07 26.05 
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Copper Export 8% Notes: Some Facts 


Why the Premium Was Reached Last Week—Seing Paid Off Only 4 Months 
After Issue and Before Maturity—Botl Secured and Guaranteed 


NLY four months after issue, $1,- 
000,000 of 8 per cent. notes of the 
Copper Export Association not 
due till Feb. 15, 1922, have been called 
for payment Aug. 15, 1921, and at a pre- 
The lucky holders 
will have received over 10 per cent. per 


mium of 1 per cent. 


annum on the few months they have held 


the investment. 


The early prepayment of these notes, 
especially these “hard times” for copper, 
focusses attention on the strong investment 
qualities of these 8 per cent. obligations 
of which there are four maturities, 1922- 
3-4-5. An extra 1 per cent. must be paid 
for each year or part of year, to ma- 
turity, whenever notes are called for pay- 
ment before maturity. They may be so 
called only on interest days, Feb. 15 and 
Aug. 15. Hence the 1 per cent. premium 
on the notes called for Aug. 15 this year. 


The 8 per cent. notes are both secured 
and guaranteed. The $40,000,000 total is- 
sue of notes dated last February is secured 
by 400,000,000 lbs. copper metal. It is also 
guaranteed by the seventeen great copper 
groups in the Copper Export Association, 
both principal and interest. ; 


POOLING EXPORTS 


The Copper Export Association was in- 
corporated in Dec., 1918, in Delaware, not 
many days after the end of the War. It 
is the first of the big industries in America 
where competitors combined, along the 
lines of the old Cartels or Syndicates in 
Europe, to pool export trade, while pre- 
serving competitive conditions at home. 
This was permitted by the Webb-Pome- 
rene amendment to the Sherman anti- 
trust law. 


The association is not engaged in busi- 
ness for profit. It is simply a pool which 
exclusively handles all the export busi- 
ness of its members, apportioning orders 
pro rata. It has no stock noi any se- 
curities for sale, other than the present 
notes. Its own stock is non-salable, non- 
transferable, non-hypothecatable. There 
are only 500 shares common, no par, and 
only 22 shares issued, one for each of the 
directors; of 7 per cent. preferred ‘stock, 
$100,000 was paid in to meet. organization 
expense. 


When a number of leading copper com- 
panies found it advisable early in 1921 to 
raise some cash and also, killing two birds 
with a single stone, to take off the mar- 
ket a large part of the surplus unsgld sup- 
plies of copper metal, the Copper Export 
Association was discovered to be a con- 
venient vehicle or tool, although it was 
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not primarily organized for such a pur- 
pose. By the plan $40,000,000 was raised, 
and 400,000,000 Ibs. copper metal taken off 
the market. 


The copper companies “sold” to the as- 
sociation 400,000,000 Ibs. copper metal at 
10 cents a pound. Of course, as the as- 
sociation resells the metal for more than 
10 cents a pound, the extra profit will ré- 
vert, in any event, to the producers who 
are members. They did not really “sell” 
their copper for so low a price as 10 cents. 
They will get the actual market price, less 
expenses. 

NOTE OFFERING 

The association, to raise the $40,000,000 
necessary to “buy” the metal, offered the 
present 8 per cent. notes. It did not have 
to sell the full $40,000,000 of notes. The 
Utah and Chile Copper companies, for 
instance, state in their annual reports that 
they did not need extra cash, so that they 
took the notes in lieu of cash. Others 


did, too. The public holds only a part of 
the $40,000,000 of notes. 


There are four classes of notes, maturing 
at four different dates: $6,000,000 in 1922, 
and $10,000,000 in 1923, and $12,000,000 
each in 1924 and 1925 (all Feb. 15). The 
400 million pounds copper is pledged as 
security for the notes, with the Guaranty 
Trust Co. as trustee under the trust inden- 
ture. The notes are further guaranteed by 
the member companies of the associa- 
tion. 


FIXED PRICES 


The indenture provides that on all ex- 
port sales by the association after the 
trust agreement (after Feb. 15, 1921), one- 
third of the deliveries shall be from the 
above 400 million pounds pledged cop- 
per, the balance from regular supplies of 
the members of the association. On all 
pledged copper so withdrawn, a fixed price 
of 12% cents a pound will be paid to the 
trustee, whatever the actual selling price. 
The $50,000,000 so provided, plus deposit 
interest, will amply repay the entire $40,- 
000,000 of notes and 8 per cent. interest, 
which calls for but $51,160,000 total, in- 
cluding four years interest. 


Only 1,200 million pounds copper in four 
years must be sold for export by the as- 
sociation, to dispose of the entire pledged 
copper metal, and pay off the notes and 
interest, without any call on the guarantor 
companies, This is at the rate of 300 mil- 
lion pounds a year, or 25 millions a month. 


Actual exports of ingot copper in 1921 
averaged 44 million pounds a month dur- 
ing the first five months to June 1. This 
was a period of business stagnation abroad 
and at home. The U. S. Department of 


Commerce and Labor reports 220,063,202 
lbs. refined ingot copper metal exported 
for the five months. The poorest month 
was May with only 32,259,011 lbs. Feb- 
ruary was best with 60,147,053 and over 
50 millions in January. The figures are 
refined, crude-ingot copper only, such as 
is sold by the association. These figures 
exclude copper sheets, wire, brass, and 
other manufactures and alloys of copper 
metal. 


It may or may not be true that the 
heavy exports in January and February 
included sizable lots not actually sold, but 
shipped on consignment or to warehouse. 
Such consignments were presumably less 
after Feb. 15 when the indenture under 
the notes came into force, as to pledged 
copper making up one-third of export de- 
liveries on sales. 


HEAVY EXPORTS 


Exports exceeded 36 million pounds a 
month, or 109,089,277 for the three months 
ending May 31, 1921. This is the first 
quarter-year after the note indenture came 
into force. It is also the latest figures 
available from the Government. It is at 
the rate of 436 million Ibs. a year or 
nearly 150 per cent. of the minimum sales 
required to market all the pledged copper. 
The record is a very good one, consider- 
ing .stagnated business the world over at 
the time. More than 12% per cent. a 
pound was realized, too. 


Against only 300 million pounds a year 
tctal copper that the association must mar- 
ket to dispose of all the pledged copper, 
it is significant that our exports before 
the War were 840 million pounds back 
in 1914, and 926 millions in 1913, and 
775 millions in 1912, and 786 million 
pounds way back in 1911, ten years ago. 


The enormous exports during the War 
are irrelevant. Let us not count them. 
In 1919 we exported 439,835,229 pounds of 
ingot copper, which is the very worst year 
in decades. In 1920 the figure picked up 
to 553,070,086 pounds after some of the 
war-salvaged copper was worked off, and 
when business picked up. Note how the 
very poor 1919 exports exceed the require- 
ments to dispose of the pledged copper. 


One fly is in the ointment. 


Europe today consumes more copper 
than before the War, but less American 
copper goes into the total. She pays the 
premium on the American dollar only on 
the copper she cannot buy elsewhere at 
current exchange rates. Here is a table, 
for instance, showing Great Britain’s im- 
port and consumption of American and 
other ingot copper now and before the 


211 


























i 
; 
, 
H 


War (figures 4 months to May 1; in long 
tons of 2,240 pounds) : 








Imports 1921 1920 §=1913 
From U. S...... 13,797 13,497 16,794 
Austcalin.....% 0: 10,214 7,654 7,786 
NE aa ain 2,596 1,035 2,169 
NE 5 dinwavee ee 10,747 10,581 8,262 

Total imports...... 37,354 32,767 35,011 

PINES desc s aun 1,016 3,542 6,407 

Consumed ......... 36,338 29,225 28,604 


Note how Britain uses more copper now 
than before the War—by 30 per cent. more 
in 1921 over 1913. This is the more re- 
markable in view of the business stag- 
nation in Britain in 1921 incident to the 
coal strike. Yet observe actually less cop- 
per imported from the U. S. in 1921— 
only 80 per cent. of 1913 figures. Note 
increased imports from Australia, Chile, 
Canada, Africa and elsewhere the British 
do not have to pay the premium on the 
American dollar. 


Germany was our best customer before 
the War. She became that, again, in 1921 
even before the signing of peace. The fol- 
lowing export figures of ingot copper from 
the U. S. are illuminating (in millions of 
pounds) : 

Five 

months Year Year Year 
1921 1914 1913 1912 
Germany alone.. 81.5 176.7 307.1 252.1 
“Ger. Group’*...103.2 333.7 507.5 421.4 





ee 43.4 1508 160.0 131.4 
Gt. Britain...... 498 1984 133.7 95.4 
Re Pee 34 674 41.6 47.2 
ee ee sac. ae +d. RS 
World .........220.1 840.1 9262 775.0 





*Includes Germany, Holland, Denmark, 
Sweden, Belgium, Switzerland. 

GERMAN BUYING 

However, only 70 per cent. of her pre- 
War requirements were taken by Ger- 
many alone in 1921 as compared with 1912- 
13 average. The “German group” take in 
1921 only a little over 50 per cent. of 
their pre-War takings in 1912-13. Figures 
for total German imports and consump- 
tion are not available. It is known, how- 
ever, that during the War Germany 
largely expanded productivity from Mans- 
feld works, and with copper at 12 marks 
a pound on present exchange (over $2.75 
a pound at par), many small mines in the 
Hartz Mountains and elsewhere can work 
at a profit. Germany, too, like Great 
Britain, avails herself wherever possible 
of the opportunity of buying copper in 
all markets abroad wherever she can es- 
cape paying the premium on our dollar. 

I mention this fly in the ointment—as 
to Europe consuming more copper, ‘but 
less American copper just now, than for- 
merly—not in any sense as any drawback 
against the notes as a sound investment, 
but rather because for many years I have 
tried to tell the adverse points as well 
as the good, about investments—to quote 
“liabilities,” and not merely hurrah about 
“assets.” Where only assets are extolled 
and liabilities hidden or ignored, the in- 
vestor is wary and suspicious, and rightly 
so. Frankly recount the liabilities, and let 
him judge of the ability to meet them, 
and the soundness of his investment. 
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There are two such “liabilities” to 
reckon. One is the one I have mentioned 
as to the somewhat greater dependence 
of Europe, for the time being, on other 
than American copper. The investor must 
also reckon whether 10 cents or better, 
and probably 12% cents or better, can be 
obtained on export sales, averaged over 
the four years to Feb. 15, 1925. To seri- 
ously discuss the latter question would 
raise it to a dignity which it does not pos- 
sess. Another word about Europe’s de- 
pending less on American and more on 
foreign copper, in so far as that may in- 
fluence the disposing of the pledged 400 
million pounds in four years. 

The fact is that 150 per cent. of such re- 
quirements were taken by Europe, and at 
the very worst of the business stagnation 
period, namely in the quarter ending May 
31, 1921. Sales averaged, too, over 12% 
cents a pound. 

Further, foreign sources of copper have 
been selling their maximum. Increase from 
that corner is practically negligible. Such 
selling has been and is at effective ca- 
pacity. Europe took and takes all the 
foreign copper there is, and has bought 
from us only what she could not buy 
abroad. It follows, therefore, that as Eu- 
rope’s requirements expand when her busi- 
ness picks up, her further requirements 
must be met from American copper, en- 





tirely American or nearly _ entirely. 
Therefore the more significant is her satis- 
factory consumption of American copper 
already in 1921, at a time and under cir- 
cumstances when it seems to assume such 
imports from America to have reached a 
low-water minimum. 

Finally, in the almost impossible event 
that the 400 million pounds of pledged cop- 
per be not ample security for the notes, 
the notes are further guaranteed, interest 
and principal, by the following copper com- 
panies, pro rata, in their respective quotas, 
namely: 

Anaconda, 12.26 per cent.; Phelps 
Dodge, 10.90; Inspiration, 8.45; Utah, 
8.20; Chile, 7.58; Calumet & Hecla, 6.00; 
Braden, 5.95; Kennecott, 5.06; American 
Smelting, 5.00; United Verde, 5.00; 
Greene-Cananea, 4.63; Nevada, 4.45; New 
Cornelia, 4.07; Ray, 4.00; Chino, 3.66; 
North Butte, 1.75; Utah Consolidated, 
0.34; miscellaneous, 2.70; total, 100; or 
$40,000,000. ; 

The notes which have held around par 
several, months advanced to a premium 
of 2 points last week for the notes matur- 
ing 1925. The premium is a little less 
on the notes maturing sooner. The ad- 
vance to the premium last week empha- 
sizes the desirability of these 8 per cent. 
secured and guaranteed notes as a de- 
sirable 1-year to 4-year investment. 


AChat Around the Round [able 


Occasional Talks by the Managing Editor with Subscribers 
on Points of Mutual Interest 


that comes to THE FINANCIAL WoRLD 

from its large family of readers ques- 
tions are raised, problems presented, and 
inquiries are made which hold a larger 
interest than that of the inquiring sub- 
scriber. This thought has suggested a 
more general discussion of such interest- 
ing inquiries in the belief that it could 
lead to fruitful results. So we propose to 
conduct a Round Table conference. It 
will be presided over by our Managing 
Editor, and our subscribers are cordially 
invited to submit any question which they 
would like to have generally discussed. 

One of the most pertinent questions yet 
submitted is, what should be the position 
of a financial publication when its edi- 
torials clearly indicate its belief in a pe- 
riod of deflation? Should it advocate 
short selling, since such a conclusion would 
predicate a lower market price scale for 
securities? A Buffalo subscriber has put 
this point frankly to the Managing Edi- 
tor. It all depends upon the character of 
the subscriber’s financial activities. 

If he is an individual who devotes his 
entire time to speculation, a financial pub- 
lication, if it is advised of his position, 
could with propriety avow its belief in lower 
prices, for it is then dealing with a person, 
who can get in and get out of a market 
with alacrity. But, so far as the general 
investment public is concerned, for a con- 


I: the mass of personal correspondence 


servative financial publication to advocate 
the sale of securities, just because the 
market is under the influence of transitory 
adverse factors, would be doing the entire 
investment structure a far vaster injury 
which the benefits to the few, who could 
take advantage of it, could not overcome. 


For, after all is said, it is not so much 
market fluctuations which make for the 
permanency of sound investments, as it is 
intrinsic value. One might as well ad- 
vise the farmer to abandon his farm be- 
cause a bad spell of weather interferes 
with his tilling. The bad weather cannot 
last always, and just as soon as it has 
passed on its way his plot of ground soon 
well begin to bear profitable produce. 


As a general procedure the greatest gain 
eventuates to those who steadily maintain 
a constructive position. 


This is the policy of THr FINANCIAL 
Wortp. Its purpose is to cultivate con- 
fidence in the, integrity of sound and 
legitimate securities for, where these ele- 
ments of stability predominate, market 
fluctuations may succeed for the time being 
in submerging them, but cannot keep them 
submerged. 


What might have happened had THE 
FINANCIAL Wor tp, and other influenital 
periodicals, through their columns, urged 
the general sale of securities because of 

(Concluded on page 230) 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 


Western Pacific for the year ended De- 
cember 31 reports net earnings equal 


to $1.59 a share on its common against 
$2.63 in 1919.— 


American Bank Note Company for the 
first six months in 1921 reports net earn- 
ings equal, to $5.83 a share on the com- 
mon against $7.98 a share in the first 
half of 1920.— 


Long Island Railroad for the year ended 
December 31 reports a deficit after fixed 
charges and taxes of $510,221 against 
net income of $682,505, equal to $1.00 a 
share on the capital stock in 1919.— 

Great Northern Railway for the year 
ended December 31 net reports earnings 
equal to $7.73 a share against $8.87 a 
share in 1919.— 

American Light & Traction for the three 
months ended June 30, 1921 reports net 


earnings of $966,617 against $259,884 in 


the preceding three months.+ 

Studebaker for the three months ended 
June 30, 1921, reports net earnings equal 
to $6.83 a share on the common against 
$3.32 a share in the first three months 
and $4.71 a share in the second quarter 
of 1920.4 

Virginia Carolina Chemical for the year 
ended May 31 reports deficit after de- 
preciation and charges of $15,915,676 
against surplus of $7,352,046 in the pre- 
ceding year.— 

Wolverine Copper for the year ended 
June 30 reports a deficit of $334,390 
against a deficit of $86,025 in the pre- 
ceding year.— 

New Jersey Zinc for the year ended June 
30, 1921, reports net income after taxes 
and charges of $583,927 against $204,345 
in the first quarter and $2,756,577 in the 
second quarter of 1920.+ 

Virginia Iron, Coal & Coke for the six 
months ended June 30, 1921 reports net 
earnings equal to $5.71 a share against 
$14.93 in the first six months in 1920.— 

American Hide & Leather for the three 
months ended June 30, 1921, reports 
surplus after depreciation of $251,644 
against deficit of $1,210,383 in the first 
quarter and a deficit of $810,697 in the 
second quarter of 1920.+- 

Midvale Steel for the three months ended 
June 30, 1921, reports deficit of $1,289,- 
393 against a deficit of $1,395,202 in the 
first quarter and a surplus of $4,349,498 
in the second quarter of 1920.+ 

Missouri, Kansas & Texas for the year 
ended December 31 reports net loss of 
$7,301,376 against loss of $5,162,634 in 
1919.— 

International Mercantile Marine for the 
year ended December 31 reports net 
earnings equal to $14.27 a share on the 
preferred against $25.45 a share in 
1919.— 
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Week’s Business Index 


(For the Week Ending Wednesday, 
August 3) 


UNFAVORABLE POINTS—24 
FAVORABLE POINTS-+30 
NEUTRAL POINTS=7 


Analysis 
The past week did not witness any 
developments of importance bearing 
an immediate influence on general 
conditions, but there were visible ex- 
pressions of the fact that basically an 
improvement has taken place. 


Dominant Factors 

The present season of the year is 
always more or less dull, even under 
normal conditions, and the absence of 
any marked increase in industrial or 
commercial activity is not discourag- 
ing. Retailers report a slow move- 
ment of inventories but sufficient to 
cause some placing of orders, especial- 


ly in the textile and shoe lines. The 
iron and steel industries were little 
changed from the preceding week in 
so far as output is concerned but 
lower quotations by the Corporation 
lends encouragement to an early re- 
vival. Copper was weak and freely 
offered at 12 cents. Mail order houses 
show no improvement in the volume 
of sales, due largely to curtailed buy- 
ing power in the agricultural districts. 
Crop reports are mixed with some un- 
favorable indications in connection 
with the corn outlook. Foreign de- 
mand for wheat was strong. Cotton 
market very active and irregular. 


The Federal Reserve again gained 
in ratio of reserves and reported a 
new low in earnings assets on the 
present movement. Both time and call 
money were available in quantities at 
easy rates. Foreign exchange rates 
were heavy with the Continental 
countries largest losers. 


The bond market was_ active 
throughout the week and _ strong. 
Many new issues were offered and 
well taken. The stock market was 
relatively quiet with rails leading a 
moderate upturn. Indications gener- 
ally point to a continuance of the re- 
adjustment period but real improve- 
ment should be manifest before a great 
length of time, in many individual 
lines. 








Commodities 


Oil—Crude oil in storage June 30, 164,870,- 
000 barrels against 156,561,000 barrels 
on May 31.— June production of crude 
in United States 40,405,000 barrels 
against 42,043,000 barrels in May and 
36,946,000 barrels in June 1920.4 

Coal—Production for the week ended 
July 23, Bituminous 7,369,000 tons 
against 7,403,000 tons in the preceding 

* week and 10,470,000 tons in the corres- 
ponding week of 1920— Anthracite 
1,837,000 tons against 1,876,000 tons in 
the preceding week and 1,819,000 tons 
in the corresponding week of 1920.— 


Cotton—Irregular. New York spot for 
middling 12.90 cents against 12.10 cents 
in the preceding week.+ 

Sugar—Firm.+ 

Coffee—Dull and steady.+ 

Provisions—Quiet and easy.— 

Cereals—Active and irregular.= 


Steel— Prices for 8 principal products 
$50.39 against $51.61 in the preceding 
week and $80.03 the high in August 
1920, and $35.80 in August 1913.— 

Lead—Unchanged at 4.40.= 

Tin—£157 10s against £158 5s in the pre- 
ceding week.— 

Copper—Easy at 12 cents against 12% 
cents in the preceding week.—July sales 
approximately 75,000,000 pounds against 
a production of 45,000,000 pounds.+ 

Spelter—Steady at 4.25.4 

Pig Iron—Better demand.+ July produc- 
tion, smallest since December 1903, of 
864,555 tons against 1,064,833 tons in 
June and 3,067,043 tons in July 1920.— 

Monetary Metals—Silver domestic un- 
changed at 9914 cents.— Foreign 61% 
cents against 6154 cents in the preceding 
week.— Gold bars 115s 2d against 114s 
10d in the preceding week.+ 

Price Index—Bradstreet’s for 31 articles 
of food products $3.02 against $2.98 in 
the preceding week and $4.57 in the 
corresponding week of 1920.+ 

Bond Market 

Bond sales for the week amount to $68,- 
667,000 against $53,522,000 in the corre- 
sponding week of 1920, an increase of 
$15,145,000.+- 


Bond Market—Active and strong. Liberty . 


bonds up. Tractions 


Industrials 


Foreign steady. 
strong. Railroads up. 
steady. Municipals active.+ 

Important bond offerings of the week— 
Cleveland Electric Illuminating $10,000,- 
000. City of Chicago $5,000,000. State 
of Oregon $2,000,000. State of Maine 
$1,750,000. East Bay Water Company 
$2,500,000. Swift & Company $25,000,- 
000. Tidal Osage $3,500,000.= 

Stock Market 
Stock sales for the week amounted to 
(Concluded on page 231) 
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Taking A Chance 

In one respect there are signs of re- 
lormation in the methods used by H. H. 
Tucker, the President of the Uncle Sam 
Oil Co. He no longer in his advertising 
and in his literature speaks of certainties 
when referring to immense profits his 
company can make but concedes there is 
the element of chance. This 1s the im- 
pression one must form from his latest 
proposition, when he inquires of an in- 
vestor, whether he will take a chance on a 
possible great gusher and where the stock 
might advance two hundred times, 

Taking a chance is all that the investor 
does anyway when he puts his money into 
an oil company in the process of develop- 
ment. Yet it is somewhat different with 
taking a chance with Tucker. He has been 
parading the Uncle Sam Oil Co. to the 
knowledge of the IconocLast for nearly 
fifteen years, and each year it was always 
about to let forth a flood of wealth, but 
never yet has done so. Many of the 
stockholders are disgusted with Tucker's 
broken promises for they are not respond- 
ing with any degree of enthusiasm to his 
constant appeals to them to buy the com- 
pany’s bonds. Now he is trying to at- 
tract more suckers by telling them he will 
let them in on some of his stock. 

Judging by Tucker’s own record a per- 
son would have a better chance to win 
some money in a common gambling place 
than with him. 

x * x 


Old Age Runs Amuck 


In the years the IconocLast has con- 
ducted this department he has received 
thousands of complimentary letters from 
investors expressing their gratefulness in 
being warned in time against some finan- 
cial pitfall. He has also been the recipient 
of scurrilous letters, anonymous threats 
from various financial hyenas, who could 
not restrain their resentment over having 
themselves exposed. It has been several 
years now since the IconocLast found in 
his daily mail so fierce an outburst of 
wrath as that which came from the gen- 
eral attorney, as he styles himself, of the 
Uncle Sam Oil Co., W. P. Hackney. The 
publication of this letter in full in this 
department shows in what contempt it is 
held by the IconocLast. It also offers 
food for thought, which is expressed in the 
statement that follows the letter, which 
is dated July 25, 1921. 

To The Editor, 

FINANCIAL Wor tp, 

New York City. 
Dear Sir: 

It is claimed that in some places in 
Mexico they protect the buzzards in order 
to have them, in the interest of sanitation, 
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x In The Land of fairy nance 


By Iconoclast 


devour the excretions that disfigure its 
thoroughfares. Likewise the organized 
predatory financial “Banditti” of your city 
and this country employ human buzzards 
to feed upon the droppings from the tables 
where they nightly hold their drunken 
and beastly carousals. 

Thus inspired you vomit upon this 
company, at their dictation, the putrid 
escrescence of your filthy imaginations. 
That of July 18, 1921, being a sample of 
the others, was sent here by one of our 
largest stockholders and a director of this 
company, a wealthy man living in New 
York City, who looks upon your efforts on 
the lines indicaied as a joke, while the 
writer recalls no instance in which your 
efforts have lost to us a man or a dollar, 
your efforts to the contrary notwithstand- 
ing. 

Our motto is that of the State of Kan- 
sas, namely: “Ad Astra per Asperia.” 

Your conduct reminds me that “As a 
man thinketh so he is” and “out of the 
fullness of the heart the mouth speaketh,” 
hence your spleen, yet we do not complain 
since you are powerless to do us harm 
while your line up, that of the poison ped- 
dler for your brutal masters, gets you 
nowhere. 

New York City potentially is the great- 
est city in the world and with proper de- 
velopment of a Merchant Marine over- 
seas could command the commerce of the 
world, and controlling the money of the 
world as she now does, would, in fact, be 
the largest and wealthiest city discovered 
in all history. 

You name and location opens to you, on 
a grand scale, the opportunity to aid in 
a grand way to make that certain. 

3id good bye to your work of scaven- 
gers to the most disgusting feature of 
American politics, seize your opportunity 
to do that, and win as you must. 

Notwithstanding your evident paid hos- 
tility I am sending you herewith my 
address to “The Congress,” 

Here is an opportunity and now is the 
time for you to honestly gather sheckels 
and win great renown in a magnificent 
way for that accomplishment, which will 
place your miserable sheet among the great 
publications of the age. 

Respectfully, 
W. P. Hackney, 
General Attorney. 

The writer of this spleenful screed is 
an old man past seventy according to a 
sketch accompanying his address to “The 
Congress.” He is also a veteran of the 
Civil War, and calls himself an attorney. 
His age and his past services to the coun- 
try compels THE FINANCIAL Wor -p to be- 
lieve he has lost his honorable poise as a 








result of his dotage; this can only be th: 
charitable view to assume for no man in 
the full possession of his reason, especial] 
an attorney, in the absence of complet: 
evidence of the truth of his allegations 
would put into ineffacable type charges h: 
could not sustain. But being a soldier, he 
still knows how to take orders even from 
an exploiter, who for fifteen years has 
done nothing else than fool the public 
about his oil enterprise. So that this aged 
panderer of vilest English may have his 
record clear let it be said to him that so 
far as the “predatory” interests or any 
other financial interests are involved in 
shaping the policy and contents of Tuer 
FrInanciAL Wortp their contributions for 
such purposes would not buy enough 
butter to spread over a slice of bread. His 
company may adopt the motto of his state, 
Kansas, but it is not the first time she has 
been thus insulted. As for ourselves we 
have long become accustomed to the yelp- 
ing of hackneyed lawyers. 
* * x 
Get Rich Banking 

At the bottom of the failure of the 
Michigan Avenue Trust Co., of Chicago, 
there was the rankest kind of get-rich- 
quick financing into which Warren C. 
Spurgin, the president, plunged recklessly. 
It is extremely fortunate that the weak- 
ened condition of the institution was dis- 
covered before he could scuttle it com- 
pletely. According to reports from Chi- 
cago the depositors stand to lose little. 
But with the stockholders the situation is 
different. Their investment is believed to 
be entirely wiped out through the dis- 
honesty of the man whose pretension to 
be a conservative banker won their 
confidence. 

Besides presiding as the head of the 
bank Spurgin also was kept busy boosting 
the stock of the Warren Oil Co. for 
which a receiver has been appointed. 
Stockholders of the oil company charge 
the defaulting banker with fraud alleg- 
ing that through a board of dummy direc- 
tors Spurgin received a million dollars in 
stock for which no payment was made, 
and that he sold the stock and pocketed 
the money. 

To bankers this episode of get-rich- 
quick banking in their own circle is ex- 
tremely annoying in view of their constant 
effort to protect the public from just such 
operations. It gives these financial pirates 
something to crow about whenever they 
are reproached for their methods by 
bankers. Considering the great number of 
banks throughout the country and the 
billions of dollars of business transacted 
through them the percentage of reckless 
and dishonest banking is almost nil. 
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FIRST 
has never missed paying its interest, 
and which nevertheless sells at a 
discount of 65 per cent. on par, and yields 


lien railroad bond which 


10 per cent straight income return, 
sounds like an unusual proposition, even 
in a market which has become noted for 
its bond bargains. 


oa & Alton first lien 3%s, due July 
1950, fit that description. 
are speculative. 
possibilities, 


These bonds 
But they have attractive 
now that the railroad situa- 
tion shows definite signs of improvement, 
and now that there is promise that the 
roads will soon receive the money due 
them from the U. S. Government. 


The amount owed the Chicago & Alton 
by the Government on December 31, 1920, 
on account of guaranteed earnings, was 
$2,405,524. In addition to that the Rail- 
road Administration had advanced the 
company $10,257,000, which latter amount 
it is expected will be funded in whole or 
part, in accordance with the recommenda- 
tions recently made by President Harding. 
the Chicago & Alton has 
failed to earn its fixed charges. Never- 
theless all of these charges have been paid 
regularly, including the interest on the 
3% per cent. bonds. That has been due 
largely to the aid extended by the Union 
Pacific Railroad which holds $10,343,100 
out of $19,544,000 preferred stock out- 
standing. The actual control of the Chi- 
cago & Alton is vested in the Toledo, St. 
Louis & Western Railroad, which owns 
$6,480,000 of the preferred stock, and 
$14,418,900 of common stock, out of $19,- 
542,800 outstanding. 


For years, 


But the foregoing factors are not neces- 
sarily the most important considerations. 


Of greatest interest, at the moment, is 
the fact that the company has been re- 
porting a marked improvement in its earn- 
ings, and that on the basis of the showing 
now being made, plus the prospect of large 
additional savings in operating expenses, 
(when benefits will begin 
wage reductions and 
abrogation of National Working 
ments), the road bids fair to close up the 


from July 1 on, 
to accrue from 


Agree- 


gap between fixed charge requirements 
and actually to produce a 
margin over and above all 


and earnings, 
respectable 
fixed charges. 

In May, the latest month for which a 
report of earnings is available at this 
writing, the Chicago & Alton earned net, 
‘fter taxes and rentals, $185,825, applicable 
to average monthly interest charges of 
about $340,000. Of course, this $340,000 


covers all interest charges. To cover the 
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An Unusual Speculative Opportunity 


interest requirements on the 3% per cent. 


bonds, and prior liens, would require only 
about $252,000 monthly. 


remarkable 
ment in earnings that other roads in 
Western territory shown in the 
month of June, it is probable that Chicago 
& Alton’s 
show the interest charges on the 3% per 


Considering the improve- 


have 


report for that month will 
cent. bonds at least, to have been earned 
fully. And from June on the interest 
should be covered by progressively larger 
margins. 


On the basis of the tentative property 
valuations set upon the Chicago & Alton 
by the Commerce 
Commission, the road might earn, on the 
basis of a 6 per cent. return on property 
valuation, a considerable margin over its 


Interstate Valuation 


sufficient in fact to 
show a balance of about 8.42 per cent. on 
the preferred stock, and 4.63 per cent. on 


total fixed charges, 


the common stock. 


However, even granting that such earn- 
ings are attained, it seems hardly reason- 
able to assume that the road will escape 
some sort of a 
capital. It 1s admittedly over-capitalized. 


reorganization of its 


As to what form a possible reorganiza- 
tion may take, that is merely conjecture 
at this time. If such a reorganization 
should come about under the auspices of 
favorable developments in the earnings of 
the road, such as now seems to be pretty 
well assured, the 3% per cent. bond holders 
ought to be in a position to demand ad- 
vantageous terms in any participation in 
new security issues. 


While the 3%s follow a $45,000,000 issue 
of refunding mortgage 3 per cent. bonds, 
which latter are a first lien on 595 miles of 
the system upon which the 3% per cent. 
bonds are a second lien, the latter are se- 
cured by a first lien on 85 miles of line 
and by a lien on leasehold rights in 300 
miles, and securities aggregating $6,815,200. 

The 3%s are outstanding to the amount 
of $22,000,000. The total of the 
3t4s, is $67,350,000. Together they con- 
stitute a first lien on practically all of the 


3s and 


properties of the company which were 
valued by the Interstate Commerce Valua- 


tion Committee at $95,000,000. 


A final consideration in judging the po- 
sition of these bonds is that the interest 
which Union Pacific and Toledo. St, Louis 
& Western Railroads have in the proper- 
ties, through stock ownership, precludes 
the idea that they 
Chicago & Alton go by the boards. 


It would be entirely logical under exist- 


would stand by and see 





ing circumstances for a merger to be ef- 
Such a 
consolidation would result in many econo- 


fected with the Union Pacific. 
mies for Alton and would 
materially. It 
be brought about by an 
exchange of securities, though to attempt 


Chicago & 
strengthen its 
could logically 


position 


to forecast what securities the Union 
Pacific would offer in exchange for Chi- 
cago & Alton bonds, 
the ratio of proposed exchange, would be 


purely guesswork at this time. 


or what would be 


—Oo———_ 


More Superior Oil Litigation 

Another important suit has been filed 
in Kentucky against the Superior Oil Co., 
and the Atlantic Refining Co., which 
bought up its stock control a little over a 
year ago, by the officers of the Old 
Dominion Oil Co., who complain that they 
were dealt with unfairly. The contention 
seems to hinge about the cash considera- 
tion the Old Dominion had to accept for 
its property. 
tions made in this action is that the basis 


One of the principal allega- 


of the purchase price of the stock of the 
Old Dominion Oil Co. was not in accord- 
ance with the terms agreed upon. These 
terms were at the rate of $16 a share for 
The Superior Oil Co., which it was 
claimed was on the same basis as was paid 
for that company’s stock by the Atlantic 
but the officials of the Old 


Dominion Oil charge that while they had 


Refining Co., 


to accept these terms the Superior Oil Co. 
Atlantic Refining 
Co. only $9 a share and they insist now 
that this difference be made good. 


stock actually cost the 


Until this merger occurred between the 
Superior Oil Co. and the Atlantic Re- 
fining Co. the former was considered 
highly successful company, and one which 
was not overburdened with overcapitaliza- 
tion. Then came along the ambitious 
project on the part of an eastern group of 
dominate, 
pany, the whole Kentucky oil situation, 


financiers to through the com- 
and for that purpose its capital was in- 
creased from 300,000 shares without par 
value to 2,500,000 shares also without par 
value. Part of the increased capital was 
employed to acquire additional properties, 
one of which was the Old Dominion Oil. 
In less than a year afterward came the 
first shock to the stockholders of the 
Superior Oil Co. when they received the 
announcement of the passing of the usual 
dividend The depression in the oil busi- 
ness together with the prevailing low price 
for the fluid did not help the unfortunate 
situation, and the aftermath of the en- 
larged Superior Oil has been a series of 
legal actions launched by those who feel 


they have been aggrieved and injured, 
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Industrials 





American Hide & Leather 

The Street was so well pleased, and 
agreeably surprised, at the showing made 
by American Hide & Leather in the three 
months ended June last that it marked up 
the prices for the preferred and common 
at midweek. What puzzled the Street, 
however, was how the management did 
it, when all the other companies went in 





contrary direction. In the same quarter 
the Central Leather Company showed a 
large deficit. 


American Sugar- 

At mid-week American Sugar came un- 
der the influence of pressure and in one 
movement reacted more than three points. 
The stock, however, stiffened later and 
showed more power of resistance. There 
was some question in the Street last week 
as to the stability of the 10% annual 
dividend rate of National Sugar Refining 
Company in which American Sugar has a 
large interest. The National has earned 
its dividends this year, but the condition 
of the trade in general indicates that the 
management is likely to observe a con- 
servative course as the best policy. The 
raising of this question perhaps had a 
great deal to do with the pressure that 
was brought to bear on American Sugar 
stock during the week. 


Coca Cola— 

Last week was ushered in for Coca Cola 
with a reappearance of the lively buying 
which has been in evidence for some little 
time and which had brought the stock 
well up from its previous low ground. 
Those who are friendly to the stock seem 
unalterably committed to the opinion that 
it is in a position to show satisfactory 
earnings this year as, in the first six 
months, the earnings after deductions were 
equivalent to about $4 a share on the no- 
par value stock. They feel that this year 
should be just as good, if not better than, 
last year. 


Cuba Cane— 

As was suggested last week the $8,000,- 
000 acceptance credit of Cuba Cane has 
been extended for another ninety days. 
The company has $5,000,000 in acceptances 
maturing on August 17, and arrange- 
ments it is understood have been virtually 
concluded to extend the entire amount. 
At mid-week it was. reported that the 
question of permanent financing for the 
company is under consideration, although 
it is thought that there will be no public 
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offering of securities in connection with it. 
The stocks have been holding rather firm 
of late as a general reflection of the feel- 
ing that for a time at least the outlook is 
much improved. 


Fisk Rubber 

A fairly wide gap was opened in the 
price of Fish Rubber last week when the 
Street was discussing the contemplated 
purchase of another plant by the company 
and new $10,000,000 financing which would 
accompany the transaction. 





General Electric— 

Heavy selling of General Electric early 
last week carried the stock down in spite 
of the general firmness of the rest of the 
list. It is known that the business of the 
company has taken a considerable drop, 
particularly in the department which pro- 
duces the company’s small motors. It is 
understood that the investment in this 
branch is very large and that turnover is 
at present about nil. The company pur- 
chased a large plant for the production of 
these motors on a big scale but the de- 
mand for the motors has fallen off and 
then, too, there is keen competition in this 
field. This is alluded to by observers as 
explanation for the seeming lack of con- 
fidence in the stock. 


Haskell & Barker— 

A revival of interest in equipments re- 
sulted in a marked gain for Haskell & 
Barker at mid-week, which held fairly 
firmly. The company reports operations 
quite as satisfactory as could be expected 
at the present time. Much of the approval 
which is being translated into buying 
orders for the stock is predicated upon 
the realization of the company’s favorable 
financial position and its prospects for the 
future. 


International Paper— 


A substantial surplus for the common 
stock of International Paper is expected to 
be shown as a result of current earnings. 
It is thought that the strike which affected 
the progress of this company has turned 
out to have been beneficial in that it cut 
deeply into stocks of printed paper on 
hand and helped to maintain prices. Last 
year the company reported more than $52 
a share earned for the common stock 
which is about the present selling price of 
the stock in the market. There is thought 
to be a fairly large short interest and 
holdings of the Boston contingent are 
thought to be intact. At mid-week In- 
ternational Paper was one of the features. 








Kelly-Springfield— 

There was some surprise at the con- 
sistent manner in which demand for 
Kelly-Springfield continued in ,evidence 
early in the past week a new high being 
made by the stock on the first day’s trad- 
ing. 

Kennecott— 

When the copper outlook justifies ex- 
pansion in output the Kennecott Copper 
Company it is understood will be in a 
particularly favorable position. Produc- 
tion for the full year is not expected to be 
anywhere near that of 1920, but the com- 
pany is keeping its organization intact and 
is still conducting operations. 

Pierce Arrow 

When the motors came in for an ad- 
vance, among those to move forward in- 
to higher ground was Pierce Arrow pre- 
ferred, which was run up in a single 
movement over six points from its recent 
low. 





Pressed Steel Car— 

There was a sudden stiffening in the 
lines of Pressed Steel Car last week when 
the shorts, forced to cover their commit- 
ments, came in contact with the actual 
shortage of supply. The sentiment regard- 
ing the company seems largely to have un- 
dergone a change from that in the previous 
week when the directors reported regard- 
ing dividends. There was apparent a 
strong tone in the action of the stock. 


United Fruit— 

Another drubbing was administered to 
the shorts in United Fruit as one of the 
features of the opening of the market last 
week. There is a peculiar feature in con- 
nection with this stock. Every time that 
there is built up a sizable short interest 
it seems that professionals are forced into 
the market to bid for the stock, the action 
being compelled largely by the limited sup- 
ply. It is stated in semi-official quarters 
that the first half of the year was satis- 
factory, contributing about $11 toward 
earnings for the full twelve months 
period. 


U. S. Realty 

There was rather noteworthy strength 
in trading in U. S. Realty as a result of 
semi-official reports of steadily increasing 
earnings and anticipation that a dividend 
will be declared before the end of the 
year. The company is continuing to’ buy 
up its bonds in the open market. 


Virginia-Carolina Chemical 
The heavy selling that has been noted 


for some time of the stocks of Virginia- 
Carolina Chemical in anticipation of a 
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poor operating statement for the year 
ending May 31, came to an abrupt end 
shortly after the actual statement was out 
around midweek last. It looked as if 
the showing had been fairly well dis- 
counted, even though the actual figures 
exceed any estimate that had been made 
before hand. On Monday last the com- 
mon was down to 22 and the preferred 
down to 64. 


Vivaudou— 

Friends of the Vivaudou Company assert 
that its position has been greatly improved 
of late as a result of stimulation in earn- 
ings. The Company is understood to have 
on hand about $300,000 more cash than in 
September last and inventories have been 
reduced nearly $1,000,000 since the first of 
the year. Accounts payable have been re- 
duced to a minimum and bank debts are 
to be paid off in quarterly instalments. 
Sales are supposed to have improved 
greatly from the low level of last Decem- 
ber. Stock market wise there is little 
interest and no competition in bidding. 





Railroads 





Delaware & Lackawanna— 

Stock of Delaware & Lackawanna was 
rather strong in the past week. This fact 
is easily understood when it is realized 
that the road should be able to cover its 
dividend requirements for this year with- 
out any difficulty. It is rather impossible 
to estimate properly the past earnings of 
the company for the current year, in view 
of the probable segregation of the com- 
pany’s coal properties before the close of 
1921. Of course, Lakawanna is not a stock 
which is particularly interesting to the 
average small investor. It is more of a 
big investor’s proposition, but there is apt 
to be a great deal more trading in the 
stock in the future as a result of the 
halving in price which will be caused by 
the 100% stock dividend. 


Frisco— 

There was a rather substantial gain 
recorded for the preferred stock of St. 
Louis & San Francisco at mid-week last, 
even when professional profit taking pro- 
duced a certain amount of heaviness in 
the rail list. The report of operating in- 
come for the first half of this year indi- 
cates that the company did sufficiently well 
to be able to place itself in a strong posi- 
tion with regard to interest on income and 
cumulative adjustment bonds. It is ex- 
pected that the seasonal upturn in traffic 
in the latter half of the year and wage 
reductions will be something of a surprise 
to the holders of the stocks of this com- 
pany. 


The Hill Roads— 


Buyers of rail stocks last week evi- 
denced some preference for stocks of 
Northern Pacific and Great Northern. 
The report of the latter line, showing 
$7.73 earned for the last year, was in- 
terpreted as favorable, considering what 
the road was compelled to contend with. 
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In connection with Northern Pacific, ac- 
cording tc the management the current 
earnings are running well ahead of what 
was looked forward to earlier in the year. 
It is the same story here as is being found 
elsewhere—railroad managers are finding 
that even though business may be dull 
the introduction of economies and the 
many savings which are possible as a re- 
sult of recent decisions of public authori- 
ties have surprising results. 


Norfolk & Western— 

The very strong indicated earning power 
and financial position of Norfolk & West- 
ern have been reflected in the action of 
the stock in the past week when it sold to 
a new high level. ‘This stock was one 
of the features of the marked strength in 
the rail group last week. 


Texas and Pacific— 

Quite noticeable of late has been the 
activity in Texas & Pacific which is ex- 
plained by the expectation current that 
there will be an early decision in the 
suit brought by Missouri Pacific. Then 
the operating statement for the first six 
months of the year shows that the road, 
instead of reporting a deficit as was the 
case for the corresponding period last 
year, was able to show surplus. 


Union Pacific— 

In last week’s rail market one noticeably 
strong stock was Union Pacific. There 
was evidence of competition between the 
shorts and the buyers for long account. 
The Street has come to the conclusion that 
the expressions of doubt regarding the 
outlook for the road which were current 
a while back were largely predicated upon 
mythical reasons. 





Steels 





Bethlehem Steel B— 

There was noteworthy strength at the 
outset last week in Bethlehem Steel B 
predicated doubtless upon the fact that 
the revival in the steel centers is said to 
be more noticeable daily. Then too the 
strength displayed by the big steel stock 
contributed a portion of the interest in 
the independent group. 


Midvale Steel— 


The June quarter of Midvale resulted in 
a deficit after depreciation of slightly 
under that in the preceding quarter. For 
the half year ended June 30 there was a 
deficit after depreciation and depletion of 
$2,864,595 which compared with a balance 
of $2.93 a share in the first six months of 
last year. There has been little activity in 
the stock of late and changes have been 
fractional. 


U. S. Steel— 


Close observers remark upon the ap- 
parent scarcity of the supply of Steel 
common at present and aver that there 
does not seem to be much likelihood of the 
price going much farther down so long 
as there is a short interest. 


Toward the close Friday the stock was 


off fractionally but the thing that con- 
tinued to hold attention was the compara- 
tive firmness of the price. News calcu- 
lated to stimulate purchase was lacking. 





Miscellaneous 
Atlantic Gulf— 


The Street is anticipating a reflection of 
considerable improvement in the financial 
position of Atlantic Gulf & West Indies 
when its report for 1920 is finally issued, 
which it is thought will be soon. The 
Street does not expect anything in the way 
of earnings on the stock. The company’s 
bank loans are said to have been down to 
one and a half million dollars and there is 
said to be a similar amount of cash in 
the Treasury. At this writing the publica- 
tion of the report was looked for about 
August 8 or 9. 





On Thursday both preferred and com- 
mon stocks were noticeably strong. There 
was no news to account for the rise in 
prices. The net result was to bring the 
preferred closer to the price ruling for 
the common. 


Pierce Oil— 

The preferred stock of Pierce Oil last 
week attracted attention when under pres- 
sure it yielded to a record low. In con- 
nection with this activity it is rumored in 
the Street that the company has been 
making efforts to arrange new financing 
without any success so far. The pre- 
ferred stock in 1919 sold as high as 105%. 


The record low of last week was around 


45. 


Pacific Gas— 

The earnings of Pacific Gas & Electric 
in the first six months of the current year 
were equal to about 85% of the full year’s 
dividend requirements on the common 
stock. Earnings for June showed an in- 
crease of $473,073 over the same month 
last year. The stock has been ruling quite 
strong of late in evident appreciation of the 
much improved earnings position of the 
company. 


Chandler— 

When Studebaker led a revival in the 
motor group toward the close of last 
week Chandler rode on the tide. It was 
a reflection of strength in a similar indus- 
trial security and not of anything new in 
the family affairs of Chandler. It will be 
recalled that some time ago when the 
Street was worried over the dividend out- 
look, the stock of Chandler dropped when 
pressure hit it. 


Mercantile Marine 

The Street did not take much interest 
in the report of the big steamship company 
published Thursday last, The report was 
good enough in its way, considering all 
the conditions affecting the business of 
the company last year. But everyone feels 
that there is little to wax enthusiastic over 
in current steamship business, or in the 
immediate outlook either. The market for 
Mercantile Marine is passive. 
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Canadian Notes 
NVESTMENT houses in Toronto and 
Montreal report that there has been a 
very good absorption of bonds lately, 

although comparative dulness rules in the 
stock markets. This is looked upon as an 
encouraging sign. Most bankers are 
recommending that new issues be put out 
in the United States, although there 
probably will be quite a number floated in 
the home market. 
* * * 

It is understood that the issue of long 
term securities will be avoided by the 
Canadian. Government to meet maturing 
loans. Such a policy it is thought would 
leave the government in a position to take 
advantage of a subsequent drop in the in- 
terest rate and to avoid adding to the 
burden of national interest payments over 
a long period of years. 

ee 

Granby Consolidated, according to an 
official of the company, had on hand at the 
end of last month about 18 million pounds 
of unsold ‘copper. Production this year 
so far has averaged about 2,500,000 pounds 
monthly. The company has been able to 
keep in liquid condition by disposing of 
current output fairly satisfactorily. 

a> a 

The Atlantic Sugar Refineries report 
good business. Since May 1, the com 
pany has shipped over fifty million pounds 
of refined sugar to Great Britain. Both 
domestic and export demand is reported 
as satisfactory, the latter being up to 
capacity at the present. 

x #* * 

The gross earnings of Canadian Pacific 
for the third week in July show a slight 
decrease, but this is not regarded as un- 
favorable. The traffic in the fourth week 
began to show marked improvement, but 
actual figures are not at present available. 

x * 4 

Brazilian Tractions has had quite a 
period of activity on the Montreal Ex- 
change 0, ate. It was reported that most 
of the buying was for the account of Brit- 
ish interests and the sudden spurt took the 
Street by surprise : 

x x 

Considerable interest is manifest in 
banking circles over the reduction in inter- 
est rates in London, Eng., the second re- 
duction in a month. On June 23, the rate 
was lowered from 6% per cent. to 6 per 
cent. and this month from 6 per cent. to 
51% per cent. 


I 


duction is the direct result of the stagna- 


- 


is generally explained that the re- 


tion of industries in the old country. The 
investment money is usually absorbed by 
these industries, but as a result of the coal 
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strike and other labor trouble, manufac- 
turers have been operating very sluggish- 
ly. 


C. G. K. Nourse, manager of the Cana- 
dian Bank of Commerce, said: 


“The situation is such that owing to the 
stagnation of industries capital has not 
been used. It is exceedingly difficult to 
bring money out to this country, because 
of the adverse exchange; the pound 
sterling is quoted at or about $4.05. We 
have a different set of conditions here. 
There is no accumulation of funds as in 
england, and I do not see how this latest 
drop in interest charges, with present ex- 
change rates, can affect our money. Now 
that the coal strike is settled and the 
interest rates have been lowered a great 
impetus to industries should be manifest.” 
* a * 

A meeting of the holders of Quebec 
Railway Light, Heat & Power Co.,, 
Limited, French currency bonds has been 
called for August 11th, to consider the 
company’s proposal for the payment of 
overdue interest coupons and the conver- 
sion of the outstanding bonds, after the 
making of a partial cash payment, into in- 
come bonds. The two issues of bonds 
affected are those forming part of an au- 


many is one of the strong corporations 
that in the past has been regarded as 
first-rate investment proposition. Any ré 
turn of stability to German economic con 
ditions cannot but be materially reflected 
in the market value of the securities of 
this corporation. At the same time, the 
investor who considers such securities 
must do so with full knowledge that the 
appreciation must come from improvement 
in the position of the exchange, and that 
is something upon which few are qualified 
to express a decided opinion. 


The 5% cumulative participating pre- 
ferred stock of this company is rather in- 
teresting, both from the standpoint of 
its features, and the price. It is obtain- 
able at this writing at about $18 per 1,000 
marks. The stock receives an additional 
34 of 1% for each 1% over 10% paid to 
the common in dividends. The common at 
present is paying 14%, which means that 
the preferred is now paying 64%. 


German General Electric is one of the 
largest producers of electrical apparatus 
it the world, and is the chief distributor of 
electrical power in Germany. The com- 
pany has various subsidiaries operating in 
many other countries in Europe, and 
recently the company obtained a contract 





FOREIGN EXCHANGE—CLOSING RATES AUGUST 3 


Currency 
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Cable Cheque 
$3.37 $3.561, Sterling 
7.63 7.62 Frances 
7.36 7.35 Frances 
4.21 4.20 Lire 
1.22 1.21 Marks 
16.45 16.43 Frances 
12.77 12.75 Pesetas 
5.51 5.50 Drachmas 
1.26 1.25 Lei 
1.26 1.25 Kronen 
57 56 Kronen 
13 a2 Kronen 
Bo | 26 Kronen 
6 4 Marks 
Rubles 





thorized issue of 60,000,000 francs, French 
currency, executed in March, 1920, and 
part of an authorized issue of 13,000,000 
francs executed in January, 1911. 
* *k x 

GERMAN GENERAL ELECTRIC 

In last week’s review, statements re- 
garding the industrial progress which is 
being made by Germany were given, and 
inasmuch as these suggest possible interest 
on the part of readers in specific reference, 
1 am presenting here a brief analysis of 
one of Germany’s leading industrials. 


The General Electric Company of Ger- 


to complete works in North England at a 
total cost of some £200,000 sterling. 


The dividend record of the common 
stock follows: 1911-13, 14% cash; 1914, 
10%; 1915, 11%; 1916, 12%; 1917, 
12%2%; 1918, 14%; 1919, 10% ; and 1920, 
14%. 


Undoubtedly General Electric of Ger- 
many will be one of the largest sharers in 
whatever progress Germany may make 
from now on in industrial development 
and growth. And, backed as the stock of 
the company is by a favorable record for 


(Concluded on page 233) 
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ORE on the subject of the con- 
ditions in the banking world 
. which our friend, who was quoted 
last week, asserts are ‘about to be rectified 
history making “shaking up” 
inking officials: I have just learned of 
interesting debut upon the stage 
Two men, one of whom is 


among 


rather 
finance. 
uucher for this story, were passengers 
on an eastbound train, destination, New 
rk. My friend occupied upper 5 in his 
and the other man in the story was 
the possessor of a check entitling him to 
passage in lower 5. 
noticed that Lower 5 was carrying with 
him three very new looking volumes to 
hich he made occasional reference. One 
was Adam Smith on Political Economy, 
another a work on banking by a well- 
known authority, and the third was Bur- 
ton’s “Crises and Depressions.” Upper 5 
happens to be interested in economics and 
banking so he engaged his fellow traveler 
in conversation at the first favorable op- 
ortunity. 

x * x 
| neglected to mention the fact that 
lower 5 was dressed in the uniform of a 
major of the United States Army. “Inter- 
ested in banking?” casually remarked 
Upper 5, nodding his head toward where 
the three books reposed beside their owner. 
“Oh, a sort of novitiate I guess you would 
‘all me,” returned the Lower 5 Major. 
‘Would have expected to find you reading 
Ludendorf on how he lost the war,” said 
Upper 5. To which the Major replied: 
‘Well, you see I have resigned from the 
umy and will don civies when I get to 
New York and say good bye to the old 
life after twenty years of it.” Upper 5 
was interested. He addressed a few lead- 
ing questions, or queries which our lawyer 

riends classify as such. 

* * x 


And the gist of the replies gave the 
nformation that the resigned army officer 

Lower 5 had been in France with a 
igh official of one of the big New York 
anks and one night back of the lines when 
everyone was wondering how long it was 
oing to last, the banker told the major 
hat if he would give up his allegiance to 
\iars when peace was declared he would 
ive him something worth while in New 
You see the major 
service for the 


York’s financial life. 
ad performed 
anker which the latter wished to repay. 

Lower 5 divulged to Upper 5 that he 
-as enroute to Gotham to assume the 
nanagement of a branch of one of the big 
ants, the name of which need not be re- 


some 


aed 
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After lunch Upper 5° 


f What Wall Street “ile 
eThi nks and [alks About | 


by the Saunterer 


ways distressing 
just as a 


These are in’ many 
times. Things are not going 
great many of us would like to have them. 
And almost daily one can hear in the 
Street a whisper about the difficulties of 
this or that man or this or that financial 
house. And the more credulous we are, 
the more worried we become when some- 
one passes us the information that a 
banking house in had the 
greatest confidence is treading on very 
I am told that 
a customer of one of the big houses in the 
heart of the financial district ran counter 
of a rumor as to the solvency of that 
indi- 


which we 


thin ice. A case in point. 


house. He was a most excitable 
vidual, so he immediately got the. man in 
charge of orders on the wire and asked 
him if it was true. “I have a balance of 
about $2,500 there and I want to know if 
it is true that your people are in trouble,” 
he said. 


“Where are you now?” asked the order 
man. “Grand Central terminal,” was the 
tremulous answer. “Well, it will take you 
about fifteen minutes to get down here. 
Then 
the order man sent a clerk out to get 
$2,500 in hundred dollar bills. When the 
frightened customer arrived at the office, 
the bills were handed to him and he 
counted them over with fingers that 
trembled. Then, the counting finished, he 
looked the other man in the eye. “Say, 
how do I get to the cashier’s office of this 
place.” “I'll have someone show you,” was 
the puzzled response. “But why?” “Well, 
I don’t want to carry this stuff round 
with me, and I don’t need it right now. I 
guess I'll just deposit it to my credit so 
about sending you 


Come down and we'll fix you up.” 


[ won't have to bother 
a check when I want to give you an order 
to buy something for me.” 


* ok Ox 
Large bear operators sometimes take 
their game too lightly and occasionally, it 
occurs, that they come in for a bad beat- 
ing. An incident of such nature happened 
to one of the most prominent shorts, a 
man whose dealings on the bear side are 
referred to in the financial 
It happened 


frequently 
columns of the newspapers. 
during the time that the manipulation of 
Keystone Tire was at its zenith. Mr. 
Avaricious Bear was then makjng his 
headquarters in one of the branch offices 
of a large Stock Exchange firm in the 
Waldorf. There dropped into the office 
by chance one of the officials of the Tire 
Co., whose unattractiveness attracts im- 


Bitte en tte e seek te ie 
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mediate attention. He was pointed out 
to the bear operator by one of the clerks 
as the man who had the Keystone market 
in charge. The impression created brought 
forth from the operator the sardonic com- 
ment that the child is like its father, and 
he followed it up by placing orders to sell 
the stock in blocks. While his 
theory regarding the intrinsic value of the 


large 


stock was correct and later was confirmed, 
the venture proved a costly one to the 
operator, for the clique in control squeezed 
him badly before he got out. This operator 
is no longer going by impressions. 


ok ok 


Hard times sharpen men’s wit. particu- 
larly that of those persons who like to 
live a life of ease on other people’s money. 
Few realize the presence of this human 
frailty better than the stock broker, who 
must remain alert if he wishes to escape 
the wiles of crafty schemers. An incident 
illustrative of this fact was told the 
SAUNTERER by the customers’ man of a 
large Stock Exchange firm. One Friday 
preceding a stock exchange 
dapper looking indi- 
vidual dropped into the office and ex- 
plained that, as he was going out of town 
for a couple of weeks, he would like to 
open an account. During the dog-days 
good accounts are a source of cheer and 
the clerk affably received the prospective 
customer, who tendered a check for $30.,- 
00C as a deposit, the check being on a 
Philadelphia bank. “Just keep this here 
and when it passes through I will draw 
upon it for I do not wish to use more than 
$20,000 as margin for my account,” he 
said. At the same time he gave an order 
to sell 200 shares of a certain stock. On 
the following Tuesday the customer 
phoned from an uptown hotel ordering his 
trade closed, which at the time he called 
represented a profit of about $1000. But 
the manager smelled a rat, and told the 
clerk not to send the 


three-day 


holiday sessicn a 


customer his profit, 
and inimediately phoned the Philadelphia 
bank to find out if the check by the cus- 
tomer was good. The bank replied it 
was a forgery, and they were looking for 
the man, who had given other checks of a 
similar character. Though Pinkerton 
men were put on the trail the forger is 
His little 
cash in on the broker while the check was 
in transit, but this time happened to run 
across the track of a mind just as alert as 
was his own. 


still at large. scheme was t 


The incident only goes to 
show what stock brokers must contené 


with in their business sometimes. 
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By THE OBSERVER 


The good people of Plymouth, 
Spirit Mass., have been proudly celebrat- 
of ing the tercentenary of the landing 
Pioneers on their shores of the Pilgrims. St 
was a fitting conclusion to their 
series of ceremonies to have had the President as their 
guest, to speak to them on present day problems, some 
of which in their bearing upon our future destiny are 
no less complicated than were those faced by the Pil- 
grims. Those hardy pioneers, rather than compromise 
their freedom of opinion, preferred to migrate to a 
strange land, among strange people, not counting for 
a moment any danger, or fearing it, since what they 
hungered for was some corner of Mother Earth where 
they could solve their own problem in their own sim- 
ple way. 


It is of such granite spirit that the nation is composed. 
This very courage of the Pilgrim Fathers still perco- 
lates through our national life, and while it may at 
times seem submerged, it has a habit of vigorously 
springing forth and acting as a strong stimulant in a 
crisis. We have had a taste of it during the war, as 
well as in our resistance of the shattering blows of one 
of the most serious periods of deflation ever experi- 
enced. 


Always at the right moment our confidence in our 
stability was renewed. The Federal Reserve Board dis- 
played it when it clamped down the brakes on inflation. 
President Harding showed it when he frankly avowed 
to honest business a prominent part in our work of re- 
construction, and even intelligent labor proved it when 
it was apparent that it also must share in the responsibil- 
ity of liquidating itself back to peace conditions. 


In each instance it was the spirit and the fortitude 
of the Pilgrims that turned the National Craft into safe 
waters and pointed her prow towards a secure harbor. ‘ 


It had been generally hoped that 


Uncle through economies the Government 
Sam’s could succeed in cutting down its 
Overhead administrative costs to somewhere 


around $3,000,000,000 for the com- 
However, this expectation has been 
shattered by the estimate of how much the United States 


will need, as submitted by Secretary of the Treasurv 
Mellon. 


ing fiscal year. 


The figure he gives is $4,500,000,000. One wonders 
how he can get this money and at the same time do 
away with the business destroying excess profit taxes 
and other nuisance taxes. Even were the excess profit 
tax not done away with, it cannot be expected during 
the coming twelve months to produce any such rey- 
enues as it has in the past several years. The maximum 


figure of available funds through this source is placed 
at but one-fifth of what it brought last year. 


Other forms of taxes must be devised to meet the 
Government budget. As a partial substitute Mr. Mel- 
lon suggests a stamp tax on checks, an automobile tax 
of $10 per car, increased tobacco taxes and the increase 
from two cents to three cents on first class postage. 
But it is difficult to see how any of these taxes would 
make up the difference that has come from excess 
profits and surtaxes. 


Even though sentiment in Congress at the present 
time appears to be against the sales tax, inability to get 
sufficient taxes to properly run the Government from 
any other sources may compel through very necessity 
its adoption. The feeling in Congress against the sales 
tax is largely of a political nature, where it is con- 
sidered a measure that will transfer from rich men to 
the backs of the poor the national tax burden. This 
viewpoint is pure rot, for the rich are already favored 
in this respect by being permitted to transfer their 
excess taxes into tax-exempt securities, so that the 
poor are really injured rather than benefited. 


Henry Ford always is resourceful. 

Back Unlike the average pessimist, he 

to does not cry about poor business un- 

Barges til his throat gets hoarse nor does he 

go golfing, but starts his wits to 

working on ideas, which would overcome the difficul- 
ties facing his business. 


His ability to extricate himself from an embarrass- 
ing tight money market, when most everybody thought 
he had his back to the wall, is entirely due to his own 
quick thinking. When the slump took hold of the auto- 
mobile business Ford was the first man in the industry 
to realize he must get his own cost of manufacturing 
down to bed-rock and to cut prices and make money out 
of his cars. 


Once this decision was formed the sequel to his con- 
clusion could only be to bring down the cost of his raw 
material, increase his plant efficiency, compel a. full 
day’s labor for a full day’s pay, and introduce other 
economies in manufacturing. 


These necessities explain why Ford went out to buy 
a tailroad. Through this acquisition he expects to 
facilitate the shipments of his raw material and his 
finished product. Out of the profits his railroad is 
expected to earn he feels he will have a competitive ad- 
vantage over his rivals. 


Now he goes a step further in his intention to build 
a fleet of barges to ply on the Erie Canal. This mode 
of transportation maybe somewhat slower than by 
rail, but considering the saving in freight costs, it is 














another cog in his plans for intensive economy, since 
it is not important to him when his output reaches the 
market, so long as he may keep prices for his cars at 
such a low level that they will induce continuous buying. 


As an ingenious business man this Detroiter has no 
superior. 


As a result of his ambition to forge 


Growing ahead too fast Louis K. Liggett, 
Too head of the United Drug Co., now 
Fast finds himself in the hands of his 


creditors. This is not an uncommon 
experience-with our American business men. 


Liggett’s fault was not that of the exploiter, rather 
that of the over ambitious. Ahead of his business he 
could only see a clear road, unmarked by any obstacle, 
and his blind confidence led him to accumulate stock 
of his own company, irrespective of market conditions, 
because he thought it was worth all he paid for it and 
much more. 


But it is not always the head of a business that fixes 
the value of its securities, especially when through the 
machinery of the Stock Exchanges, and with the friend- 
ly assistance of bankers, they are largely distributed to 
the public. Then it is the market that has the last say 
what a security is worth, and it does it without senti- 
ment, and largely by contrasting the business it repre- 
sents, and comparing it to other securities. 


Liggett may honestly believe United Drug to be 
worth $142 a share. The market assumes it is not 
worth more at the present time than around $60 a share. 
Having bought a great deal of stock through the use 
of bank loans and having reached the limit of his bor- 
rowing power Liggett, unable to protect his loans fur- 
ther, had to give up and ask his friends to protect 
their mutual interests. 


The main trouble of United Drug Co., which affected 
its securities so sharply, has been in growing too fast, 
all of which required constantly new capital to take care 
of its expansion, but in this instance it is but the shadow 
of the personality behind it, who also tried to ascend 
from one elevation to another without, at each step, 
ascertaining if his footing was secure. 


He stepped upon some crumbling earth and his foot 
slipped. 


It is most natural when the amount 


Dollar of our bank clearances are studied 
Sign to believe that these rows of dollars 
Delusion reflect the volume of business. Had 


the past two years been of a normal 
character these statistics would have reasonably reflect- 
ed the proportion of our trade. 


But recent figures compiled by trade bureaus indicate 
a wide divergence between the agiual amount of buying 
going on and what it represents in dollars and cents. 
The difference is largely represented in the decline of 
prices rather than in amount of goods now being 
bought. Hence the dollar mark as an index of the 


buying power of the people has not been accurate, 
rather a delusion, which can readily be demonstrated. 


When cotton was selling around thirty cents a pound 
it required only a hundred pounds to trace on the credit 
side of the planter’s ledger $300 worth of cotton sold, 
whereas now, at ten cents a pound, he must sell three 
times as much cotton to obtain the same sum. The 
same is true of sugar, leather, copper and other com- 
modities. The inflated prices which were realized on 
these products gave to our bank clearances a most swol- 
len appearance. But it was unnatural fat. 


The hurt to business did not emanate s» much from 
the so-called “buyers’ strike,” for it was not directed 
against trade by any unwillingness to purchase, as it 
was sheer inability on the part of the citizen to pay 
what was demanded. It came from the absolute neces- 
sity of merchants and manufacturers to sell their high 


priced good for what they could in order to escape 
bankruptcy. 


Now that prices are down from 30% to 50% it does 
not require the prescience of an economist to realize 
that the average business done today is of normal pro- 
portion even though the bank clearance would show a 
falling off of about the above percentages. 


Whatever may be the individual’s 


Russia’s: viewpoint of Sovietism, the spectre 
Bleak of gaunt famine, walking arm in 
Morning arm through Russia with her twin 


hag pestilence, should instantly ap- 
peal to the warm human instincts, which abounds to 
such a remarkable degree among our people. 


We have dipped into our pockets until it has hurt, it 
is true, but the knowledge that more than 20,000,000 
people are on the brink of starvation, and unless aid is 
rushed to them at once face extinction, should 
make the additional giving a matter of duty in the cause 
of humanity, however much it pains. The situation is 
one where the worker’s mite can save a life as much 
as the rich man’s check for a substantial sum can 
succor a city. 


America will give, and give freely. Of that we are 
certain. She will again enact that wonderfully inspiring 
role in civilization of the great Samaritan. Russia’s 
morning is a bleak one, but already Hoover’s message 
streaks it with warm rays of sunshine. In the light «f 
the fact that the greater part of Russia’s suffering 
humanity are the victims of the strange fallacies of 
communism, none should consider her faults or her 
frailties in a selfish light. 


Suffering as she is she has again communicated 
to the world the lesson of human nature. The basis 
of it is selfishness, in this respect, that men who work 
to get ahead cannot see any advantage in permitting 
others who loaf on the job to share the fruits of their 
labor equally with them. 


This experiment failed at Jamestown, it has now 
broken down in Russia. Capitalism, which assures to 
each individual the right of possession of what he 
creates, is again regaining control of the country and 


people. But the lesson had to be learned at an awful 
cost. 
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Otis Steel 8s Offered 
The Otis Stee! Company has sold $5,- 
000,000 First Mortgage 2U-year 8 per cent. 
Sinking Fund Gold Bonds, due August 1, 
1941, at a price to yield 8.10 per cent. 
The business was established in 1873 and 
an enviable reputation has been built for 
the manufacture and sale of steel plates, 
sheets, castings, pig iron and coke by- 
products. lor the last 442 years net earn- 
ings, before taxes, have averaged $4,149,- 
71> per annum or over 10 times the an- 
nual interest charges on these bonds. 
eplediddliaaties 
Utility Buys Up Notes 
There was no special activity in this 
stock last week, but there were develop- 
ments of some importance as, for example, 
the calling for payment before maturity 
f the outstanding $9,172,500 three-year 
6% notes due February 1, 1922. This 
action clears the slate as far as a part of 
the refinancing program of the company 
is concerned. 
soe 
-acking Business Dull 
A short flurry sent California Packing 
up for more than a point near the week- 
end. The,Street talked over the dividend 
prospects, but few were interested. The 
stock is holding around its high for the 
year. As for the operations of the com- 
pany it is stated that curtailment is looked 
for as a result of somewhat limited de- 
mand for canned fruits. 
eet paatieaiee 
Studebaker Report 
The ever variable Street professed dis- 
appointment with the general interpreta- 
tion of the recently published report of 
Studebaker. Opinion is divided into two 
camps: the one of the belief that the re- 
port indicates uncertain possibilities for 
the remainder of the year, and the other 
of the belief that the present short interest 
in the stock is but giving strength to be 
followed by another substantial rise. The 
stock was very strong at the week-end. 
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HE improved condition of the mu- 
nicipal bond market is very grati- 
fying from every viewpoint. The 

price changes have been insignificant for 
several weeks but the marked increase in 
activity indicates a restoration of con- 
fidence and a resumption of absorbing 
power on the part of investors. There are 
very few unsuccessful offerings being at- 
tempted at this time and failure in these 
particular instances is not due to lack of 
demand but to either a question of legal- 





WEEKLY INVESTMENT —SUGGES- 


TIONS 

Long Term Yield 
Per 
Issue Cent. 
State of New York 4s 1962*........ 4.70 
City of Oswego 5%s 1946*......... 5.00 
City of Yonkers 414s 1946*......... 5.10 
Sherrill-Kenwood Wat 6s 1940...... 5.50 
City of Portland 4s 1946........... 5.60 

Short Term 
City-ot Boston Ss’ 1987"... 3.02.6. 5.00 
City of New Rochelle 5%s 1925..... 5.50 
City of Buffalo 4%s 1923*.......... 5.50 
Sart Sie Soar eh 1920 ss csecsy cas «ur 6.00 
City of Warren, O., 6s 1923........ 6.00 


*Legal investment in New York. 





ity or an ask price inconsistent with cur- 
rent levels. 

The increase in the amount of available 
credit in the United States during the last 
three months has resulted in materially 
lower money rates and the belief that 
reasonably low rates will obtain for a long 
time to come. This condition makes for 
higher bond prices, as bond yields and 
money rates are closely allied, and much 
of the present buying is made with the 
anticipation that current bargains will not 
last indefinitely. The volume of new mu- 
nicipal offerings, however, is sufficient to 
preclude anything like an actual shortage 
ii the available supply and so far little 
cr no appreciation in market value of out- 
standing issues has taken place. 


Later in the year dealers are expecting 


a further increase in demand and a re-. 


sumption of the upward tendency in prices 
is looked for, provided, of course, that a 
revision in income tax schedules is not 
too drastic. The months of July saw $94,- 
021,550 odd new municipal issues as com- 
pared with $116,965,650 in June and $79,- 
914,826 in July, 1920, according to esti- 
mates of The Daily Bond Buyer. For 
the first seven months of the year sales 
totalled $599,775,360 against $428,896,817 
for the corresponding period of 1920 and 
$155,038,730 for 1918, when the effects of 
the war were most pronounced. In 1914 
sales for the first seven months of the 
vear amounted to $349,019,008. 

Some of the important offerings of te- 
cent date were: 


PHILIPPINE 4s 
The Philippine Government has sold 
$10,000,000 4 per cent. Certificates of In- 
debtedness, due August 1, 1922, at a price 
to yield 6.00 per cent. These Certificates 
are issued under authority contained in 
various Acts of Congress and especially 
authorized by an Act of Congress under 
date of July 21, 1921. Exempt from all 
l‘ederal, State and local taxation in the 
United States and the Philippine Islands. 

CHICAGO 5s 

The City of Chicago has sold $5,000,000 
Sanitary District 5 per cent. Bonds, due 
serially from 1922 to 1941, at prices to 
yield from 5.75 per cent. to 5.35 per cent. 
The District embraces all of the city and 
other territory, totalling about 386 square 
miles. Assessed valuation $1,808,395,000, 
tatal bonded debt $21,581,000, or about 1% 

per cent. of assessed valuation. 

OREGON 5s 

The State of Oregon has sold $2,000,000 
5% per cent. Highway Bonds, due seriall) 
from 1926 to 1946, at prices to yield from 
5.00 per cent. to 5.25 per cent. Assessed 
valuation $1,040,839,049, total funded debt 
$26,980,300, or about 24 per cent. of as- 
sessed valuation. Legal investment in 
New York, Connecticut, 

and elsewhere. 


HOBOKEN 6s 


The City of Hoboken has sold $1,891,000 
School 6 per cent. bonds, due August 15, 
1922, at 100 and interest to yield 6.00 per 
cent. Legal investment for savings banks 
and trust funds in New Jersey. 

MAINE 5s 

The State of Maine has sold $1,750,000 
5 per cent. Highway and Bridge Bonds, 
maturing from 1927 to 1941, at price to 
yield from 5.10 per cent. to 5.00 per cent. 
Assessed valuation $637,403,330, bonded 
debt $8,802,300. 

MINNEAPOLIS 5s 

The City of Minneapolis has sold $1,- 
230,000 5 per cent. School Bonds, due 
serially from 1922 to 1951, at prices to 
yield from 5.75 per cent. to 5.30 per cent. 
Assessed valuation $790,089,450, net bonded 
debt $35,411,187, or less than 4% per cent 
of assessed valuation. Legal investment 
in New York and the New. England 
States. 


Massachusetts 


TOLEDO 5s and 6s 

The City of Toledo has sold $1,176,000 
of 5% per cent. and 6 per cent. Pubfic 
Improvement Bonds, due serially from 
1936 to 1951, at prices to yield from 5.5!) 
per cent. to 5.35 per cent. Assessed 
valuation, $458,955,670. Net bonded debt. 
$13,180,830, or less than 3 per cent. ot 
assessed valuation. Legal investment in 
New York and all New England states 
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Influences Prepare for a General Rise 


HE forces that make for constructive revival are at work under the surface 
and laying the foundation for a steady rise that must soon find reflection in 


the prices for legitimate securities. 


Many stocks are a great deal too low. 


Some have before them the prospect of 


going still lower. But if, for example, business is showing signs of strengthening and 
renewal of activity, then the stocks of industrial companies are in an improved postion. 


Conditions are not entirely satisfactory. But they are better than they have been 
in months. There is more sound reason for cautious optimism now than there has 


been in years. 


We would caution our readers against allowing themselves to be disturbed by the 
vibrations that occur from time to time; temporary price changes like those of last 
week when the professional operators, who did not enter the market as investors, took 


their profits. 


If some stocks are almost as low today 
as they have been in twenty years, then 
they must be cheap, provided they are 
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representation of ownership in properties 
that derive their revenues from an in- 
dustry that is on the mend. 


Regarding the railroad stocks, the above 
paragraph has direct application. In a 
measure it applies also to the public utili- 
ties and the coppers. As for the rails, 
never mind what their earnings have been 
n the past. The thing to be concerned 
bout is what they are likely to do in the 
future. What are their profits likely to 


er 


Another important consideration: for 
ome time now we have been paying for 
ibnormalcy. When the full penalty is 
paid, we will be better off than we ever 
vere when nominal profits were pouring 
1 during the period of swollen prices and 
listorted ideas of the value of things. 


The liquidation of the nominal profits 
f the high price period has very nearly 
un its course. The country gradually is 
oming to a realization of that and is be- 
inning to show signs of buying things 
mce more. The reappearance of orders 
ir steel is significant. Buyers held off so 
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long as they thought that prices were go- 
‘ng to drop still further. And when they 
feel that prices have about reached bot- 
tom they are bound to come into the mar- 
ket again. 


Railroad transportation and the produc 
tion of steel are basic industries. The 
gencral improvement in outlook that is dis- 
cernible in each augurs well. 


There is beginning to be seen a scarcity 
of many lines in the industrial sections. 
Many serious European problems gradual- 
ly are being solved and put way out of 
present importance. And interest rates 
have demonstrated real decline. There are 
factors that are making for better feeling 
generally. 


Brokers report a remarkably low level 
for loans, which always has been looked 
upon as a bullish sign. 


And don’t make any mistake about it 
—the recessions in a great majority of 
stocks last week, when they did occur, 
were for the short-swing profit-takers 
who never had any intention of ascertain- 
ing the staying power of the market. 


Give attention to the business of pick- 
ing out the securities that are sound and 
have a_ reasonably favorable outlook. 
Price trend will take care of itself. 


When there are signs of a slow advance 
on the part of sound stocks, with the 
tendency more discernible in the bond 
list, that is the time for investors to bestir 
themselves. 


It is because of action of the bond list 
that many competent authorities believe 
the market is in the first stages of a major 
bull swing. 








Utah-Idaho 
Sugar Co. 


Mirst Mortgage 7% Bonds 
Due July 1, 1923 


One of the largest and 
most successful beet sugar 
producers in the United 
States. These bonds are a 
closed first mortgage on 
fifteen plants. Average net 
° earnings for past five years 
over five times annual inter- 
est requirements. 


Price to Yield 
About 8.50% 


Letter F-27 giving full 
information sent on request. 


Robert C. Mayer & Co. 


Investment Bankers 
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New York 


Tel. Rector 6770 
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A. A. Housman & Co. 
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New York Cotton Exch. 
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A timely list of high-grade BONDS 
yielding from 4.10% to 9.22% 


The National City Company 
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Getting Back to Normal 
(Continued from page 205) 


this twisted plea. If murder, rapine, de- 
struction, in all their hideous forms is an 
essential between nations why not between 
states or between individuals? In the stone 
age force was the only weapon, but in 
communities and among individuals the 
world has grown away from force and 
has replaced it with the machinery of 
justice. There is not one sound reason 
why a code of international law and a 
tribunal for the settling of international 
disputes cannot be erected and made to 
function effectively, in the same manner 
as our courts of justice. And the perfect- 
ing of such a tribunal will represent the 
greatest stride ever made by civilization. 

It is not unreasonable to hope that the 
hour has struck for this great task to 
begin. Evolution of the human mind is 
very rapid. Look back a little way. Less 
than three hundred years ago the Inquisi- 
tion was in full force in Spain, Italy and 
other civilized nations. The Inquisition 
was defended as “the instrument by which 
the purity of Christendom was to be as- 
sisted and defended,” and under its motto 
“misericordia et justitia” thousands of hu- 
man beings were tortured to death. Again, 
withcraft laws were on the statute books 
of England, Scotland, Ireland and the con- 
tinental states in the seventeenth century. 
To bring the matter nearer home, it is 
less than two hundred years since harm- 
less old women were burned at the stake 
in Salem, Massachusetts, for witchcraft. 
These horrors were carried out with the 
full consent and approbation of the ma- 
jority. They are not only impossible now 
—they are unthinkable. And may we not 
hope that we have now reached a point in 
human progress where warfare will soon 
be as greatly discredited as the other men- 
tal abortions of the past? 


LOOT THE DOMINANT MOTIVE 


If we examine into the motives for crime 
we will almost always find that loot is at 
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the bottom of the trouble. The circle of poli- 
tical economy is wants—efforts—satisfac- 
tions. The want and the satisfaction must 
reside in the individual, but it did not take 
the cave man long to discover that the 
efforts might be those of another. All 
effort is onerous and irksome, and one of 
the strengest instincts of nature is to 
avoid work. When this is accomplished 
by taking advantage of the free gifts of 
nature—wind, water, power, steam—the 
results are beneficent. When it is accom- 
plished by robbing others of the fruits of 
their labor, it is barbarous. 


Delve into history and you will find 
loot, masquerading in one guise or an- 
other, at the bottom of almost all warfare, 
and the great looters have been applauded, 
instead of being condemned. This fact is 
referred to by Bastiat in one of his flam- 
ing paragraphs, which is worth quoting: 


“Spoliation, in its most brutal form, 
armed with torch and sword, fills the an- 
nals of the world. Of what names is his- 
tory made up? Cyrus, Sesostris, Alexan- 
der, Attila, Tamerlane, Mahomet, Pizarro, 
William the Conqueror—pure Spoilation 
from beginning to end in the shape of 
Conquest. Hers are the laurels, the monu- 
ments, the statues, the triumphal arches, 
the song of the poet, the intoxicating en- 
thusiasms of the fair.” 


PRACTICAL METHODS 


From the practical point of view one 
of the most vital essentials is to turn sen- 
timent away from warfare and in favor of 
peace. Public sentiment swings rapidly 
from one side to the other, and it turns 
far more easily from evil to good than 
from good to evil. And sentiment is all- 
powerful. It will not take the people long 
to realize that they are better off in peace 
than in war. For this reason it appears 
highly advisable to have all the steps in a 
movement for disarmament open to the 
public and to have each step publicly ex- 
plained by statesmen, economists, business 





leaders and editors. And on the fourth 
estate rests more of responsibility in this 
great movement than on all the others 
combined. They are not only purveyors of 
the views of others but are themselves 
the most powerful molders of public opin- 
ion. One thing appears quite certain, which 
is that we want no secret sessions. We 
have seen the results of these masked bat- 
teries of personal acrimony, national am 
bition and selfishness. They will not do. 
A great analyst once said that on any 
question which the public is not fully ac- 
quainted with, they will seek guidance 
from the opinions of others, and will fre- 
quently arrive at false conclusions, but 
that on any great question of right and 
wrong, the decision of the multitude can 
be accepted without question. The public 
cannot, for example, arrive at a unanimous 
decision as to the tariff, but it did not 
take it long to place the blame for the 
late war where it belonged with unerring 
precision. 


The downfall of monarchies constitutes 
one sound reason for hoping that we have 
seen the virtual end of warfare. When 
a republic goes to war it is in response 
to the demand of the masses, not of 
classes or cliques. The people will seldom 
insist on war except when their indigna- 
tion is aroused in an honorable cause. It 
is not possible to conceive of the United 
States, for example, entering upon a 
predatory or even a commercial war. 
Great Britain is a republic in all but 
name. Nowhere can we find a nation or 
combination of nations which would or 
could stand out against a pact between 
the United States and Great Britain. 


Perhaps the strongest reason of all for 
hoping that predatory warfare has reached 
an end is the one brought out by Norman 
Angell. His contention is that war as it 
must now be conducted will not pay even 
the victor. Those who are unwilling to 
accept the theory of the evolution of 
moral sentiment may reflect on this utili- 
tarian fact. 


SOMETHING NEW 


There is unfortunately a very large class 
of people who either cannot conceive of a 
radical alteration of the established order 
of things, or who are desirous that this 
order should be preserved. Every impor- 
tant progressive step in history has been 
greeted with doubt, suspicion or condem- 
nation. The inventors of the steam en- 
gine, and the aeroplane for example, were 
subjected to ridicule and found it diffi- 
cult to secure means to carry on experi- 
ments which were to revolutionize com- 
merce and society. It has always been 
so. These cynical people do not base 
their objections on scientific reasoning or 
proof—it is enough that something new 
is offered. The solons of his day refused 
to look through Galileo’s telescope at the 
moons of Jupiter because they knew they 
were not there. 


But the views of the habitual dissenters 
(Concluded on page 234) 
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Price Movement Is Impressive 


The trend, even when trading was only moderately active, has been consistently 


‘5 HE movement of prices in the bond market of late has been most impressive. 


upward, This may be interpreted as a good sign. 


The present market is the kind which shrewd investors never fail to watch and 
where their most profitable occupation is the discriminate selection of bonds that are 
obtainable at prices not likely to be duplicated again for some time to come. 


This month investors will receive in bond interest payments $97,700,000, which 
contrasts with payments of $93,800,000 a year ago. The gain in the amount of disburse- 
ments is explained by the large number of new issues that have been absorbed by the 


market in the past several months. ; 


Added to the interest payments will be 
dividend disbursements totaling $76,102,- 
700. This huge total—nearly 174 millions 
of dollars—will be available, partly, for 
reinvestment. And not in years have con- 
ditions been more favorable for the plac- 
ing of funds with prospect of early profit 
as a result of price appretiation. 

















| ACTIVE BONDS 
July Aug. 
Issue 28 4 
| i.e! Ae 561%, 58% 
eet) i oe | ae ae 48% 44 
| Cuba Cane Deb 7s....... 64% 6614 
| Gen Elec Deb 6s.......... 100: 101% 
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| So Pac Conv 4s.......... 80 82 
By . Fo Seer 100%, 100% 
PORR Bie Seek. oc cccvjsures 991%, 9914 
| Bur N P & Gt N 6%s....100% 100% 
Dame FAO a oa0 os caster sc 981, 98 














There has not as yet been anything 
startling in the way of price gains in the 
bond list. 
submit that the advent of a real major 


But past history causes us to 


upswing rarely is accompanied by pyro- 
technique display. It is more specially 
true when a period of rather weak-kneed 
‘onfidence has been prolonged. Then the 
approach is steady and the steps well- 
defined and cautiously placed. 


MARKET TREND UP 


The market is creeping upward and bar- 
ains are slowly disappearing. This in 
‘self should be sufficient to cause investors 
0 bestir themselves. 


There undeniably is an easier banking 
tuation and credit conditions have 
efinitely moved into easier territory. 
lackening in trade and fall of prices 
uave helped the liquidation of the bank- 
ing situation and the rejuvenation to 2 
‘reat extent of the credit position. 


\ugust 8, 1921 


SITUATION BETTER 


Industry is finding it possible to conduct 
operations with a lower working capital 
than formerly and the carrying of stocks 
which at present have not a market is 
rendered more practical and less burden- 
some. So, altogether, the whole situation 
is much better than it has been for months. 


The demand for railroad and public 
utility bonds has been most noticeable in 
the past week or so. There too has been a 
rather improved demand for industrial 
issues and for state and municipal obliga- 
tions. The absorption of new issues has 
been very satisfactory, according to all 
reports. It also is worthy of note that 


many of the new issues were in demand at . 


higher levels than originally offered after 
the books had been closed. Many traction 
bonds were noticed to be in better demand 
at higher prices. Foreign government ob- 
ligations were in fairly good demand al- 
though no striking price changes were 
recorded. 


HIGHER PRICES 


Broadly speaking we would look for- 
ward to a month of higher prices with 
demand considerably stimulated. No re- 
actions of note are anticipated, unless some 
untoward development may occur which at 
this writing cannot be foreseen and which 
might momentarily unsettle prices. But 
the latter is a contingency which we feel 
should not, even though it might become 
a reality, be disturbing of confidence to 
holders. Rather it would provide a good 
opportunity for further purchases. An- 
other thing to be noted is the fact that 
the yields obtainable for good bonds now 
are too high proving that the market by 
no means has discounted the tangible 
favorable factors in the situation and 
in the general outlook. 











S. S. Kresge Co. 


7% Notes Jan., 1922-26,Incl. 


Net tangible assets applicable to 
these Notes as of Dec. 31, 1920, re- 
ported to be over 400% of the amount 
of the issue. 


Net profits after taxes for last 5 
years average 10 times interest re- 
quirements. 

Price to Yield 
about 7.50% 
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Far-Seeing Investors 


judge securities by their record 
and safeguards which insure their 
stability. 

To such investors, Straus Bonds, 
backed by a record of 39 years 
without loss or delay in payment, 
make a powerful appeal. They 
are safe in bad times as well as 
good. 


Write for our new booklet, “Com- 
mon Sense in Investing Money.” 
Ask for 


Booklet H-1113 


S.W. STRAUS & CO. 


Established 1882 Incorporated 


Straus Building 
Straus Building 
Offices in Fifteen Principal Cities 
39 Years Without Loss to Any Invester 





Copyright, 1921, by S. W. Straus & Co. 








Our Four Bond 


Departments 


Railroad Public Utility 
Industrial Foreign 
—enable us to fully meet the bond 


requirements of Banks and Band 
Dealers. 


Inquiry invited. 


PYNCHON & CO. 


Members New York Stock Exchange 
111 Broadway New York 


Private Wires to principal cities of 
United States and Canada 
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Unusual Investment 
Opportunities 


Those with money to invest at 


the present time, whether in 
large sums or small, have an unusual 
opportunity to lay the foundation for 
an immediate and continuing income 
by the purchase of sound investment 
securities at prices yielding liberal re- 
turns. 


Write for Circular No. 1588. 
Conservative Investments 


Spencer Trask & Co. 


25 Broad Street, New York 
Albany Boston Chicago 
Members New York and Chicage Stock Exchanges 
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Public Utilities in Growing 
Communities Operated 
and Financed 
Their Securities Offered to 
Investors 
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Encouraging Earnings Reports 


stage and a pronounced dulness precludes the possibility of a substantial upturn. 


Ts public utility market continues to show signs of being in the accumulation 


This condition obtained in all markets during the week and the period of ad- 
justment and accumulation must be borne as patiently as the various temperaments of 


security holders will permit. 


One opinion can be expressed with every degree of confidence and it is that liquida- 
tion, even that which banks have been forced to join in to release their frozen assets 
when tied up in securities, in public utility bonds and stocks is at an end. The pro- 
tracted period of small turnover and firm price levels indicates that few securities are 
being offered and it would take but a limited amount of buying at the present time to 


result in materially higher quotations. 


Confidence in the future of the public service corporations is pretty generally ex- 
pressed and it is not so much hesitancy in making commitments because of possible 
untoward developments but sheer lack of buying power. There are many investors who 
are exerting every effort in an endeavor to take advantage of current bargains and the 
result of this foresight is quite certain to be very gratifying a little later on. 


The public utility companies, with few 
exceptions, have made splendid progress 
during the first half of the year in their 
effort to reduce operating expenses. Earn- 
ings statements over this period have re- 
vealed some remarkable achievements, 
especially on the part of the electric light 
and power concerns. But after all the 
first six months of 1921 constituted a 
period of readjustment and was marked by 
great irregularity which will be absent 
from the last six months. 


The deflation in fuel oil seems to be 
practically over and contracts for this 
essential commodity can be made with 
more assurance from this time on. - It is 
doubtful, too, if the labor market sees 
much further readjustment for the time 
being. With a firmer basis upon which to 
place estimates the uncertainty which 
comes with constantly changing conditions 
is removed and the stability of the im- 
provement in earnings is more accepted. 


The public utilities have not suffered 
from the industrial depression through a 
falling off in demand for their produc- 
tion as have other public service concerns, 
such as the railroads. Commercial con- 
sumption of power and gas in certain dis- 
tricts is undeniably less but this branch of 
service in most instances is of a much 
smaller proportion than domestic consump- 
tion. However, with any increase in in- 
dustrial activity in the autumn this con- 
dition will be corrected and with lower 
operating costs already established greatly 
improved earnings should be reported. 
Good earnings are the real basis of higher 











July Aug 
Issue 28 

Amer Gas & Blec com....105 102% 
Amer Gas & Elec pfd.... 37 36% 
Amer Lt & Trac com...... 92 83 
Amer Lt & Trac pfd...... 78\, 76 | 
a ee YS OR ae 105% 10544 | 
Brooklyn Rap Tran ...... 115% 12% | 
Brooklyn Union Gas ...... 68% 66 
eg OS? ES ae 56 561%, | 
Consolidated Gas ........ 89% 88% | 
Electric Bond & Sh...... 82 81 
ee Free ee 544%, 561% 
Nor States Power com.... 38% 38% 
Nor States Power pfd.... 80 79 
Pac Gas & Elec com...... 5514 55 
Pac Gas & Elec pfd...... 79 79 
Philadelphia Co .......... 30% 29% | 
So Cal Edison com........ 9314, 95 
So Cal Edison pfd........ 100 100 
Sted Gas & Elec com...... 914 9 
Std Gas & Elec pfd........ 32%, 33 

















security prices and not so-called intrinsic 
values or favorable outlook to the degree 
sometimes believed. 


A marked example of recovery in earn- 
ing power is found in the case American 
Light and Traction. The report for the 
second quarter of 1921 has just made its 
appearance and shows net earnings for 
the three months of $966,617 as compared 
with $259,884 for the first quarter. After 
payment of dividends there remained a 
surplus of $198,186 against a deficit of 
$503,334 in the first three months, one of 
the most difficult periods in the company’s 
history. While earnings are far from the 
records of years past a turn for the bet- 
ter has plainly come and there is no reason 
to believe but that the next twelve months 
will see close to one million dollars added 
to total surplus. American Light and 
Traction has virtuafly completed its write 
off for high-priced materials. 
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Railroad Improvement Continues 


OTABLE last week was the continued interest in railroad stocks which kept 


prices firm and in many 


instances resulted in substantial gains. 


There is an 


opinion in some quarters in The Street that the market is being made ready for 
a campaign of selling on rallies, now that accumulation is supposed to have been com- 
pleted. This theory however, has not at the present time gained many friends. 


The statements of improvement in net earnings as shown by the June returns con- 
tinues to be convincing of the thought that the railroads have definitely come to the 


turn. 


Last week another favorable factor was marked decline in idle freight cars, ac- 
cording to estimate of the American Railway Association. 


The Chicago Federal Re- 


serve Bank reports a decided tendency among farmers to market their wheat as fast as 
it is harvested, and this has resulted in congestion at grain terminals, and a shortage of 


grain carrying cars. 


Boston & Maine 


1921. Change. 

TUS OME. «a ces ce sce $6,440,900 Dec. $1,208,997 

Net oper. deficit...... 159,367 Inc. 265,625 

Six months’ gross... .37,149,810 Dec. 1,263,171 

Net oper. deficit...... 4,485,385 Dec. 1,514,328 
Chesapeake & Ohio 

1921. Change. 

June SOOGG. o.0 3s. ca $8,564,711 Ine. $1,478,085 

Net oper. income..... 1,944,753 Ine. 1,699,291 

Six months’ gross... “41°83, 146 Ine. 2,996,882 

Net oper. income..... 5,041,319 Dee. 442,448 
Pennsylvania System 

921. Change. 

i Ree $57,184,018 Dec. $697,777 

Net oper. income.... 5,683,502 Inc. 10,338,553 

Six months’ gross.. .326,464,336 ine. 15,365,815 

Net oper. income.... 6,978,373 Inc. 49,787,096 

Illinois Central 

1921. Change. 

FUE BODO. os cs.k swans $12,917,300 Dec. $617,465 

Net oper. income.... 1,258,739 Ine. 1,711,593 

Six months’ gross... 78,870,927 Dec. 1,106,305 

Net oper. income. 9,228,237 Inc. 4,795,913 

Waltineee & Ohio 

1921. Change. 

June gross........... a 316,023 Dec. $1,268,883 

Net oper. income. 321,132 Ine. 908,482 

Six months’ gross... .. 96,230,951 Dee. 3,555,770 

Net oper. income... 7,630,464 Ine. 7,245,937 

Atlantic Coast Line 

921. Change. 

June gross............ $4,938,182 Dec. $514,888 

Net oper. income..... 75,806 Ine. 1,270,451 

Six months’ gross... .36,615,406 Dec. 303,529 

Net oper. income.... 2,828,764 Inc. 1,027,901 
Central of New Jersey 

1921. Change. 

SURO - MUONS... 06050-0040 $4,426,927 Ine. $155,150 

Net oper. income..... 688,282 Ine. 212,524 

Six months’ gross... 25,149,836 Ine. 4,273,496 

Net oper. income..... 3,073,510 Ine. 4,929,990 

Erie System 

921. Change. 

ee $8,860,706 Dec. $1,074,475 

Net oper. income..... 91,459 Ine. 2,146,507 

Six months’ gross... .54,921,668 Ine. 335,486 

Net oper. income..... 303,278 Ine. 9,182,356 
Pennsylvania Railroad 

92 Change. 

June STOSS ......... $43,268,216 Dec. $702,288 

Net oper. income.... 5,020,549 Ine. 8,932,450 

Six months’ gross. .248,584,923 Inc. 14,334,828 


Net oper. income.... 11,391,396 Inc. 46,247,399 


Delaware, Lackawanna & Western 
The report of the Delaware, Lackawanna & 
Western Railroad for the month of June, 
1921, and for the first six months of the year 
shows increases in gross and net over the 
preceding month and year. The report com- 
pares as follows: 


June, ’21 May,’21 June, ’20 


Gross earnings .$7,566,132 $7,294.702 $6,596,671 
Bal. after taxes. 1,367,220 972,079 444,293 
Net. oper. ine... 1,040,003 520,552 


1,395,173 

921. Change. 
Six months’ gross. ..$42,279,985 Ine. $7,512,611 
Balance after tax... 4,321,702 Ine. 3,894,438 
Net oper. income.... 4,662,496 Inc. 4,049,952 
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Philadelphia x are 
19 


Change. 

FRG OIE: oS he occas $7, ease Ine. $193,217 
Net oper. income..... 829,216 Inc. 1,127,592 
Six months’ gross... .42,321,726 Ine. 1.111.915 
Net oper. income..... 2,698, 260 Inc. 3,122,857 

New Haven 

1921. Change. 

JUNG CPOSD. s........5 $9,772,686 Dec. $713,865 
Net oper. def......... 83,396 Ine. 510,429 
Six months’ gross....55,055,001 Dee 255,149 
Net oper. deficit..... 4,736,742 Ine. 214,045 

Union Pacific System 

1921. Change. 


June gross ......... $13,854,644 Dec. $2,049,718 
Net oper. income.... 2,641,311 Ine. 1,237,698 
Six months’ gross... 77,840,643 Dec. 15,033,619 


Net oper. income... 10,391,982 Dee. 9,522,587 
Norfolk & Western 
1921. Change. 
June gross ......... 87. 050.018 Ine. $764,197 
Net oper. income..... 1,247,706 Ine. 3,288,447 
Six months’ gross....: wy 071 Ine. 886,798 
Net oper. income..... 4,367,386 Ine. 3,932,346 
New York Central 
1921. Change. 
SUNG Qrews .. 22.555 $27,886,455 Dec. $2,029,457 
Net oper. income. 5,674,643 Ine. 12,597,996 
Six months’ gross.. 157,526,612 Dee. 5,556,126 
Net oper. income.... 17,204,164 Ine. 21,130,896 
Lehigh Valley 
1921, Change. 
SUES BOOM 262 cei. $6,579,734 Ine. $633,666 
Net oper. income..... 664,870 Ine. 1,993,301 
Six months’ gross... .36,842,040 Ine. 5,759,296 
Net oper. deficit...... 825,613 Dee. 5,615,550 
Wabash 
1921 Change. 
PS a $4, 738, 968 Dec. $129,966 
Net oper. income..... 3,988 Ine. 1,349,251 
Six months’ gross. ..28,832,268 Ine. 3,045,096 


Net oper. income..... 890,177 Ine. 
Delaware & Hudson 


6,098, 654 


1921. Change. 
Pe $3,723,607 Dee. $489,266 
Net oper. income..... 1,062,854 Ine. 1,261,331 
Six months’ gross. ...22.411,256 Ine. 3,690,533 
Net oper. income..... 2 679. 040 Ine. 3,606,058 

Chicago, Milwaukee Pg St. Paul 

19 Change. 

June Gross ......... Sener 4 oS. 001 Dec. $1,491,178 


Net oper. income. 
Six months’ gross.. ws 


807,091 Ine. 


87,769,580 Dee. 


928,177 
8,504,754 


Net oper. deficit. 2,815,724 Dee. 7,581,771 
Chicago & “North Western 

1921. Change. 
June gross .........$11,864,185 Dec. $1,595,348 
Net oper. income.... 894,038 Ine. 864,170 
Six months’ gross... 67,606,358 Dee. 5,230,981 
Net oper. deficit.... 3,567,055 Ine. 2,535,892 

Louisville & Nashville 

1921. Change. 

June gross ..........$9,829.545 Dee. $296,073 


Net oper. deficit..... 474,769 Dec. 
Six months gross... .42,515,162 Dec. 
Net oper. deficit..... 2,589,213 Ine. 

(Concluded on page 233) 


1,279,502 
155,809 
4,927,211 
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HE position of the bonds of the 

Kansas City Southern Railroad in 

many respects is unique. For one 
thing, this road has been earning over the 
seasonal requirements to make up six per 
cent. on property valuation every month of 
the current year. 


The number of railroads in the country 
that have been making a similar record 


is greatly exceeded by the number that 
have not. 


The showing of earnings for the first 
five months of this year, month by month, 
is as follows: 100 representing the full 
monthly proportion of the six per cent., 
and the percentage above that figure repre- 
senting the amount earned over the re- 
quirement: 


Jan. Feb. March = April May 
183.31 168.86 135.66 177.68 134.15 


It can be concluded, from the forego- 
ing figures, that there cannot be any ques- 
tion as to the safety of the bonded obliga- 
tions of Kansas City Southern. That the 
road should have been able to make such 
a remarkable showing at a time when con- 
ditions are supposed to be anything but 
satisfactory as far as business is con- 
cerned, justifies great confidence in the 
outlook for this property. 

Another point which is specially worthy 
of note at this time, and which serves 
to reinforce the foregoing, is that in 1919 
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the company fully earned its charges 
even though traffic volume was consider- 
ably below normal and general wage and 
other operating costs were high and out 
of line with the rates ‘obtained for service. 

And in the unfavorable year of 1920, 
without any government compensation be- 
ing included, the road managed to earn 
its fixed charges and better than seven 
per cent. for the preferred, a balance of 
more than 2% remaining for the com- 
mon stock. That was in a period when 
operating costs were high and when bene- 
fits of reductions in wages and materials 
and of increased rates, could not have 
been fully realized. 


At the present rate of earnings, the 
preferred is earning at the annual rate of 
about 17% and the common at the rate 
of over eight per cent. If the stocks can 
show such an earning power in a period of 
business depression that is nation wide, it 
is reasonable to anticipate that before long 
there will be considerable activity in the 
stocks. That interest is almost certain to 
be reproduced in the road’s bonds. And, 
as bull movements are initiated almost in- 
variably with an advance in the bonds and 
preferred stocks, or in the income produc- 
ing securities, the bonds of Kansas City 
Southern seem to be in a specially favor- 
able position which has only to be realized 
by a sufficient number to produce reflec- 
tion in the market. 





REFUNDING 5 PER CENTS. 


In the light of the present apparent earn- 
ing power of Kansas City Southern, the 
road can earn the interest charges on its 
refunding and improvement 5% bonds 
about four times over. 

These refunding 5s, are due in 1950, 
and there are only $18,000,000 of them out- 
standing. They follow the first mortgage 
3s., being secured on the same property 
and securities, but subject to the lien of 
the latter issue. However, the assets be- 
hind the refunding bonds, after allowing 
for the total amount outstanding of the 
3s. are entirely satisfactory. The high 
earning power is a strong recommenda- 
tion. 


FIRST THREE PER CENTS. 


The security behind the first mortgage 
3s is so substantial that there can be no 
question as to their integrity as a sound 
business man’s investment. There is a 
ready market for the bonds, and as the 
issue represents an outstanding amount of 
only $30,000,000, the assets and earning 
power leave no room for question. 

The bonds are selling in the neighbor- 
hood of 57, which means that the income 
return to maturity is about 8.55%, as 
the bonds are due in 1950. Here there is 
plenty of room for price appreciation 
when the general market conditions and 
influences are at all favorable. The earn- 
ing power of the equipment five per cents. 
of Kansas City Southern is high, as is the 
quality of the security. They are a first 
lien on equipment valued at $1,758,993. 


THE CURRENT EARNINGS 


Judged upon the basis of the earnings 
during the first five months of this year, 
one would almost immediately conclude 
that there is nothing to fear regarding the 
remainder of the year. 

But an objection will be raised. In the 
first four months there was pronounced 
activity in Kansas City Southern territory 
in the shipment of crude oil. Then, too, 
maintenance expenditures were held down. 
Those who insist upon being conserva- 
tively rigid will advance the argument that 
the boom in crude oil in the latter half of 
the year will be largely minus and that 
maintenance expenditures will have to ad- 
vance 


Month % of total 
Gar Oe EPEAT PLEO OC OTTO 7.19 
NN Kechidin Ae pil ee nuni@e waMslen 7.12 
1 CRN cl ale ai a Gt Ne a ee 7.74 
CT OEE Ee 7.80 
a a ig NS a la se 8.16 
- . cigvineallslee seein wwRU ie eae 6.31 
LT dita Hes on ive bi keenade bis 8.22 
I tiie es cok hacen’ 8.97 
NO was kas oo ered anwennk nee 9.78 
SN UUs, 55 ay kb ees ba ebah eae 10.77 
IO ine occa nckeasewsckh cil 9.63 
TORE FS UK NG + ANSE SD 8.31 


It is the opinion of authorities that, 
while the oil business is unlikely to take 
the strides it has taken in the past, there 
will be noticable revival in the latter half 
of the year. Still, Kansas City Southern 
is not entirely dependent upon oil, nor is 

(Concluded on page 237) 
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Consolidated 


Gas Outlook 


New York Company Shows Promise of Benefiting Materially 
from Lower Operating Costs and Higher Rates 
By EDWIN P. DAWSON 


HERE are a number of public 
TL siiy stocks—perhaps one should 

specify the light and power stocks— 
which seem to be in a particularly favor- 
able position. One might even go so far 
as to say that the most of them look like 
n immediate purchase. 


The reductions in the price of coal and 
oil which have been made in the past 
twelve months have been a boon to the 
producers of gas, and electric light and 
power. And other materials and supplies 
have come down. Then, on top of these 
factors, which are so important because of 
their bearing upon operating ratios, there 
is the matter of rate increases. 


Back in 1917, the utility companies be- 
gan to feel the pressure that, month by 
month, was to play such a part in blighting 
the confidence of the public in the earning 
power of their securities. Operating costs 
advanced without let or hindrance, and 
the companies were almost powerless as 
the public was not in the mood to sanction 
the only thing that could have helped, 
namely, higher rates. 


But economic readjustment, call it de- 
flation, came and did what higher rates 
might have done in former years, Now 
there is a growing disposition on the part 
of the public to be liberal minded about 
this subject of rates and charges. And 
the companies are beginning to do better 
and better. 


One of the conspicuous examples of the 
combined benefits of reduced costs of do- 
ing, business and more equitable rates is 
Consolidated Gas-of New York. 


The earning power of this company as a 
whole, which means the earning power of 
the parent corporation and of the sub- 
sidiaries which are either fully owned or 
controlled, is dependent upon the produc- 
tion of gas and electricity. The division 
of effort is about balanced. 


It is rather difficult to estimate the earn- 
ing power displayed by the company last 
year, because a certain portion of earnings 
are the result of an increased rate for gas 
which has been contested and upheld in the 
lower courts, but which now is before the 
Supreme Court for final decision. With- 
out these increased earnings, the stock of 
Consolidated would show just a little bet- 
ter than 1 per cent. But if the amount 
added to earnings by the charge of the new 
rate, which has been in effect although 
subject to possible forfeit depending on 
the decision of the courts, were taken into 
account, and undivided profits of the sub- 
sidiaries added, then last year’s earning 
power for the stock may be estimated at 
better than 8 per cent. 


That approximate earning power con- 
rasts with 4.1 per cent. earned in 1918, 
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which does not include undivided profits 
of the owned and controled companies, It 
is estimated that, prior to the war, the 
earning power of the stock of the parent 
company was around the figure mentioned 
as last year’s estimated earnings. The 
earning power, were undivided profits of 
subsidiaries considered, would have been 
equal to about 14 per cent. 


Current earning power, which is mighty 
important, considering the company and 
its family as a unit, can be estimated at 
close to 15 per cent., and this is a figure 
reached after taking count of increased 
fixed charges because of expansions, and 
in the face of a higher operating ratio than 
prevailed prior to the war. 


But the foregoing estimate includes sub- 
sidiary company undivided profits, which 
may or may not be a proper thing to in- 
clude. However, without these the indi- 
cated earning power may be estimated as 
between 11 per cent. and 12 per cent. The 
stock is selling now at about 87 and is pay- 
ing 7 per cent., which means that it is on a 


basis to yield on the investment about 8.1 
per cent. 


There is every probability that the de- 
cision of the lower courts will be sustained 
in the matter of the increased rate. And, 
as the company is steadily gaining control 
of operating expenses, and as the increase 
in volume of business is appreciable, there 
seems every reason to believe that the 
present level is a good purchasing one. 


The stock has sold high in the past, hav- 
ing sold as high as 150% in 1915, when 
the dividend rate was 634 per cent. 

Because of pending court decision, the 
full gross and net for the company have 
not been disclosed, but the gross may be 
estimated at about $21,220,600, which con- 
trasts with gross for the parent company 
in 1919 of only $14,846,909. The gross this 
year for the parent and subsidiaries, esti- 
mated on the present showing of earning 
power, has been placed at about $97,000,009. 
Should such a gross be possible, then 
there should remain available for divi- 
dends an amount equal to about 15 per 
cent. for the capital stock. 

——_0 —- 
American Loco Steady 

The comparative steadiness in American 
Loco seems to indicate a belief that the 
forthcoming semi-annual report will show 
the six month’s dividend requirement well 
earned. So far the company has not been 
compelled to draw upon its surplus for the 
payment of the quarterly instalments, and, 
although it must be admitted that the 
first half of the current year was not 
particularly profitable, generally speaking, 
in the case of American Loco it is semi- 
officially stated there has been a strength- 
ening of financial position. 
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cial position, long dividend | 
record and its investment 
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‘Dependable | 
Investment”’ 


An authoritative discussion in 
brief easily read form of the 
considerations to be observed 
in selecting securities. 


Advice to investors whose 
knowledge of finance is | 
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ences is embodied in this 16- | 
page booklet. 


A copy sent free 
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Our latest booklet (fourth edi- 
tion) “Foreign Exchange Ex- 
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Boston.—There is nothing particularly 
new or strange in the statement that con- 
servatism is the dominant characteristic 
in New England. But one must mention 
it now, because it is more in evidence than 
usual. While bankers and business men 
are willing to admit that they feel a 
great deal better about things in general 
than they did a year ago, they do not be- 
come enthusiastic. 


We must make progress slowly, they 
aver. 


Money is easy here in Boston and round 
about. But in spite of this, it is in very 
little demand. Those who could use money 
are not disposed to take chances. They 
seem to prefer to let money conditions, and 
the credit situation, and the industrial out- 
look, become more clear and settled. 


Goods that were piled up and dust cov- 
ered in New England stores have been 
well liquidated. Inventories are very 
nearly in satisfactory shape, although there 
remains something to be done before the 
decks can be wholly cleared and ready for 
the new prosperity which even the most 
cautious will admit is not far off. 


Briefly, the condition in various lines 
may be summarized as follows: 


Copper—Both foreign and domestic de- 
mand is small and the price shows no spe- 
cial trend. 


United Drug—The recent crash of 
United Drug stock, and the accompanying 
revelations,- were something of a _ shock. 
But Mr. Liggett asserts that he still has 
confidence and his faith is unshaken. — 


IV oolen—The current opening of spring 
goods by American Woolen have come 
up to expectations and gone beyond. There 
is a feeling that, as the opening was a 
success and compares very favorably with 
the best former years, the outlook is 
bright. 


Amer. Hide <& Leather—The local 
Street is well pleased with the June quar- 
ter showing by American Hide & Leather. 
Even though the surplus reported was 
small, it is looked upon as a distinct re- 
lief in view of the succession of deficits 
which have been offered by leather com- 
panies for some time past. 


Boston Stock Market—Stocks on the 
local ’Change have followed pretty closely 
the action of stocks on the big board in 
New York. There has been nothing that 
was particularly worthy of emphasis as a 
feature, unless it might be the action of 
New England rails, which have not been 
keeping step with the other rail shares 
in New York. Locally Boston & Maine 
has been more or less stagnant, New 
Haven firm, and Boston & Albany slightly 
off. 


NEW HAVEN 

The New Haven has troubles of its 
own. The management insists that it h 
put into effect heroic measures calculated 
to reduce the operating expenses to 
minimum, and that it has taken full ad- 
vantage of what traffic improvement there 
has been. But it is powerless to over- 
come the handicaps and make a real show- 
ing of profit. 

The reason given by the management 
for this state of.affairs is that there is 
nothing fair or reasonable about the dis- 
tribution of earnings derived from the 
transference of freight from the main 
trunk lines to the New England lines 


The refusal by the Interstate Commerce 
Commission to grant the plea of the New 
Haven for a revision of joint rates be- 
tween roads east and west of the Hudson 
River, has brought added worry and New 
Haven officials are sad. 

The officials of the roads have been try- 
ing to reach an agreement on the mat- 
ter, but so far they are unable to report 
any progress. 

Evidently the desired revision of this 
troublesome rate question is something 
which the Commerce Commision prefers 
to leave to the parties interested and does 
not consider it a matter calling for its 
special fiat. 

eee aiaie 

The Round Table 

(Concluded from page 212) 
the prevailing deflation, can readily be 
imagined, for it is with such indiscriminate 
advice that the seeds of fear are sown and 
the fury of a panic developed. Had such a 
debacle been precipitated it would have 
been a calamity. 

A greater advantage was to be gained 
by the maintenance of public faith in in- 
vestments, as long as there is no impair- 
ment in their permanent value. Assur- 
ance of the soundness of such a position 
is to be had by the higher levels attained 
by securities after each of the previous 
periods of depression, 1907 and 1893. 

The Round Table would like to have 
the views of subscribers on this questio1 
In another issue The Managing Editor 
will have something to say about why 
certain financiers express themselves bull- 
ishly when trade conditions do not suj 
port their conclusion. 

“Do they do it to unload their stocks on 
the public?” asks another subscriber. 

SS 
To the Point 

I am much pleased with the financial 
news contained in your magazine, being 
condensed and to the point. The informa- 
tion is valuable and much appreciated by 
me. 

Geo. H. Williams. 
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Money, Banking 
and Commodities 


TTT 


WESTERN SENTIMENT 


\ccording to the very best banking au- 





‘rities the East had its major defla- 
m, and it remains for the process to 
completed in the West, to put the 
suntry into a sound position for bus.ness 
id trade revival. For the time being the 
\Vest is rather pessimistic, but once the 
rop movement is under way this senti- 
ent most likely will reverse, and then 
country should be in a position to go 
to work along the lines of Judge Gary’s 
recent advice and get together for bet- 
ter times. 
‘2. 2 
ADVANCE IN AVERAGE 
Dun’s Review compilation sows the 
rst average advance in price during July, 
which is the first increase of any month 
since April, 1920. 
\ugust 1, shows an increase of 2.4 per 


The index number for 


cent. in the average during July. The 
averages by separate groups of commodi- 
ties show that July’s advance was most 
marked in bread stuffs, meat products, 
dairy and garden products. Price of cloth- 
ing shows practically no change and in 
metals there is a distinct decline. 


The total yield of the winter wheat crop 
promises to be above pre-War normal, and 
it is expected that corn will be better than 
the biggest crop in the record of the 
country. The government’s official report 
for July shows 809 million bushels of 
wheat, 1,329 million bushels of oats and 
3.123 million bushels ot corn. 


estimate 
1921’s wheat crop will not be in excess 
of world needs, as some have thought, al- 
though grain crops in Europe are generally 


According to authoritative 


reported to be good though the carry over 
was small. 
7. 


MONEY AND CREDIT 

The credit situation continues to work 
easier in industrial centers. Business li- 
quidation is progressing favorably and in- 
ventories are being reduced and debts paid. 
Bank loans continue their upward move- 
ment and reserves their upward trend. 
Steady receipts of gold from Europe are 
mtributing to the latter. In the year 
cnded June 30, 1921, net importation of 
zold into the United States was 535 million 
iollars and reseryes of the federal re- 
serve banks figure 490 million dollars. 
Commercial paper is ruling relatively low 

d collateral time loans somewhat lower 

in the previous week. 


\t mid-week last call money for the 
rst time in many weeks ruled higher in 
the outside market than in the New York 
Stock Exchange. The temporary scarcity 
f call loans was .attributed to withdrawal 
t out of town deposits. , 


Further gains of $18,500,000 in cash 
August 8, 1921 


reserves accompanied by a total increase 
of about $10,000,000 in deposit liabilities 
and a decrease of $1,000,000 in Federa! 
Reserve note circulation, are indicated in 
the Federal Reserve Board’s weekly bank 
statement, issued as at close of business 
on August 3, 1921. The banks’ reserve 
cation shows a further rise for the week 
from 63.4 to 63,7 per cent. 


— 


Kernels 
(Concluded from page 213) 


2,340,000 shares against 4,112,900 shares 
in the corresponding week of 1920, a de- 
crease of 1,772,900 shares.— 

Stock Market—Irregular.= 

Public Utilities—Firm.+ 

Outside Market—Steady.+ 

Other Markets—Paris and London firm.+ 
Philadelphia, 
steady.+ 

Average price of 20 rails ranges from 
73.33 to 75.21 against 72.56 to 74.91 in 
the corresponding week of 1920.+ 

Average price of 20 industrials ranges 
from 68.18 to 69.95 against 84.95 to 
87.89 in the f 
1920.+ 

Stock Dividends—Delaware, Lackawanna 
& Western, 100% on capital stock.= 

Dividends Decreased—Merritt Oil defers 
quarterly dividend.— 


Chicago and_ Boston 


week of 


corresponding 


Foreign Exchange 
Foreign Exchange—Weak.— 


Demand sterling ranges from $3.555¢ to” 
? 


$3.5754 against $3.6134 to $3.72% in the 
corresponding week of 1920— Canadian 
dollar ranges from 89 cents to 89.31 
cents against 88.56 cents to 88.79 cents 
in the preceding week.+ 

German marks, French and Belgium 
francs, off.— Italian lire higher.+ 

Bank of England rate 544% unchanged.= 

Ratio of reserves 15.21% against 11.49% 
in the preceding week and 12.25% in 
the corresponding week of 1920.+ 


Money and Banking 

Call money ranges from 34% to 5U% 
against 7% to 8% in the corresponding 
week of 1920.+ 

Time money ranges from 534% to’ 6% 
against 814% to 9% in the correspond- 
ing week of 1920.+ 

Commercial paper ranges from 6% to 
614% against 734% to 8% in the cor- 
responding week of 1920.+ 

Bank clearings of the week—$6,206,570,- 
542 against $6,576,866,972 in the preced- 
ing week and $8,145,248,388 in the cor- 
responding week of 1920.— 

Federal Reserve—Ratio of reserve to 

liabilities; 63.4% against 62.5% in the 

preceding week and 44.2% in the cor- 

responding week of 1920.+ 


Trade 
Dun’'s failures for the week 342 against 
371 in the preceding week and 186 in the 
corresponding week of 1920.+ 
Car loadings for the week ended June 23 
—790,348 against 776,252 in the preced- 
ing week.+ 
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Develop Your Financial Skill 


You may be in Wall Street, financing and di- 
recting important enterprises. 
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to invest. 

In any case, your financial skill determines your 
income producing ability. 

A tremendous advantage is thus gained by 
those who have thoroughly developed and per- 
fected financial skill. 

How to do this is explained to the busy exe- 
cutive and to the young man looking ahead, 
in our booklet FW-AS8, ‘‘How to Make Your 
Money Make More Money.”’ FREE upon 
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than for years, with few prospects of early re- 
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Are Your Stocks Down? 
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ZB Worst Is Over for Tractions 


Adjustments of Material Costs and of Wages Bring Better 
Feeling Regarding Merits of Many Obligations; 


Yields 


Attract 


By ANDREW J. SAUNDERS 


NVESTORS who are inclined to favor 
] modified speculative possibilities are 

finding much to interest them in the 
traction bond list, judging by the number 
of inquiries which are being reported. In 
the past three years there has been so 
much uncertaiyty, so many cases of de- 
faulted interest, and so little apparent 
chance for adjustment of wage and other 
problems, that the obligations of the trac- 
tion companies have dropped to very low 
price levels. 


But to all appearances there has come a 
marked clearing of the situation and the 
outlook and with it the direction of at- 
tention to the best opportunities for profit 
as a result of the present high yields which 
the low price of the bonds make available. 


Of course the improvement in the trac- 


tion outlook is by no means as pronounced 
in the case of some companies as it is in 
others. But, on the whole, the decline in 
material prices, adjustment of wages and 
increased efficiency of labor, has meant 
that there is much to be expected in the 
way of improvement in net earnings in the 
future. 


SELLS HIGH 

One of the notable improvements is that 
of Hudson & Manhattan. There is great 
interest in this property that has been 
directing investors to opportunities of late. 
The payment of 2%4% interest on the 5% 
adjustment income bonds of this com- 
pany recently was looked upon as a good 
sign. The declaration was out of the sur- 
plus earned by the company in the six 
months ended June 30, last. As a result, 
the bonds sold at a high of 43, on the day 
the announcement of the declaration was 
made. 


In May last, Hudson & Manhattan’s 
gross revenues totaled $881,451 as com- 
pared with $802,784 in the same month last 
year. The net in the two months com- 
pares favorably. For the twelve months 
ended with May 31, last, the net revenue 
was $1,760,469, which compared with a net 
of $1,203,260 for the corresponding period 
in the preceding year. 


The recent declaration of 2%4% was the 
second installment of interest on the ad- 
justment income bonds since October, 1916, 
the first being paid in April, last. En- 
couragement is taken from thé payment 
and the evidence the company is giving 
of ability to increase its net earnings. The 
bonds, at their recent prict of 44, may be 
regarded as an attractive semi-speculative 
investment. 


The first consolidated 4%4s, of Detroit 
United, which are due in 1932, have been 
acting well recently around 58 and seem 
worthy of attention in what undoubtedly 


seems to be a period of favor for the 
tractions. Then there is the new issue by 
this company of 8% bonds which are 
selling to yield 8%. The first consolidateds 
are selling to yield better than 11%. 


IMPROVEMENT PROMISED 


Regarding the New York traction group, 
there is a general feeling that the situa- 
tion is sufficiently clear to warrant con- 
fidence in some improvement from now on. 
Recently attention has been directed to the 
action of the Interboro notes which are 
due on September 2, next. They have 
impressed many with their — inherent 
strength although they do not seem to have 
the attractiveness about them that is 
possessed by the Hudson & Manhattan ad- 
justments on which there is 20% accumu- 
lated interest due and behind which there 
is a financial position that is. growing in 
strength every day. 

The most recent statement of earnings 
shows the following: 


Hudson & Manhattan 
1921 

POU EIB Sw oo vs ss. 6:5 $ 872,849 
Net after tax 374,932 
Surplus after charges. . 4.241 
Six months’ gross.... 5,216,035 
Bet after @ax......... 2,135,401 
Surplus after charges. 78,199 


Increase 
$ 88,129 
36,160 
5,107 
962,819 
593 369 
579,092 


— 


Reparations and Industry 


The question of the probable effect of 
the settlement of the German reparations 
problem upon the industry of the world 
is perhaps one of the most vital that in- 
vestors generally can give attention to. 
There has been exhaustive discussion, 
much of it purely technical, much of it 
prejudiced, and not a little of it informa- 
tive. One of the most interesting con- 
tributions to the latter is the booklet which 
has been issued by Hirsch, Lilienthal & 
Co., New York bankers, written by Mr. 
George A. C. Christiancy, a member of the 
firm. 


Mr. Christiancy makes a strong appeal 
for American participation in the European 
economic conferences, and insists that 
failure to lend that cooperation must re- 
tard the revival of international affairs. 
He traces much of the responsibility for 
the state of the Exchanges to the nature 
of the reparation payments and suggests 
revisions possibly may do much toward 
remedying a troublesome situation. The 
booklet frankly weighs the several sug- 
gestions that have been made by different 
authorities and stresses the necessity of 
coming to a practical solution so that 
world industry may have a clear road 
ahead. 
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The Foreign Field 


(Concluded from page 218) 


carning power, it may be anticipated that, 
vith appreciation in the value of the mark, 
» price will advance. 


*- 20's 


General Notes 
FRANCE PLANS ECONOMY 


Suppression of extraordinary expendi- 
ture, and special accounts caused by the 
waty also cessation of state loans are con- 
templated in the proposed French budget 
for 1922 which has just been put before 

e Chamber of Deputies by M. Doumer, 
Minister of Finance. The budget shows a 
net decrease in estimated expenditure of 
1,003 million francs over the budget of 
1921. In actual fact, this would mean a 
reduction in expenses of 2,548 millions, as 
in this .budget are incorporated for the 
first time the expenses of Alsace-Lorraine 
which amount to 145 millions. Further- 
more, the interest on the public debt is in- 
creased by one billion in 1922, and its 
sinking fund is increased by 400 millions. 

e £2 


About Foreign Municipals—Your cor- 
respondent offers the suggestion that, if 
speculators will speculate, and nothing will 
cure some of the fever, why not find 
employment for the pastime in the 
municipal bonds of Europe. There are a 
number of them which are selling at very 
low levels and the disparity between the 
present exchange quotations and the par 
rate to satisfy anyone’s demand for possi- 
bility of profit. These cities have been go- 
ing concerns for years, and their credit 
always has been good. It certainly seems 
that it would be better for those specu- 
latively inclined to indulge their inclina- 
tions in such securities than to fall into 
the traps set by our own get-rich-quick 
promoters of mining ventures which were 
originated for the purpose of defrauding 
the public. 

x oe x 

About the Exchange Market—The 
foreign exchange market of the past week 
displayed no particular features. It was 
under no special influence. Last week’s 
large shipment of gold to New York by 
France was thought to have been made 
with a view to establishing here a large 
credit where the currency value of the 
deposit will always be the same. In other 
words, France desired a dollar credit here 
where there is not the constant fluctua- 
ion of currency that is prevalent abroad. 
The market is waiting the developments 


regarding the next reparation payment. - 


It therefore is the opinion of observers 
in this field that the present is a favorable 
time in which to purchase foreign securi- 
ties and exchange in anticipation. 
oh © 

About the Argentine peso—The 
paper currency having the largest gold 
cover of any government currency in the 
world is the Argentine paper peso. The 
present ratio is about 75%. Argentina 
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has suffered virtually not at all as a re- 
sult of currency inflation. The circulation 
of paper money has increased in the past 
seven years but there always has been a 
corresponding increase in gold held against 
it. The present ratio of gold notes is 
greater than prior to the war. In United 
States money, the Argentine peso is equiv- 
alent to $0.4245, and is now selling in New 
York at a discount of about 30% largely 
because commercial conditions have been 
thrown out of gear. Also the price of the 
American dollar in terms of all other 
currencies has greatly increased. There is 











Government Issues 


Argen. Resc. 4s, 1896. .$219.00 per £100 
Belg. Prem 5s, 1920.... 72.00 per 1000 francs 
mele. Hest, G6 .....65% 69.00 " 
Brazilian 4s, 1889...... 178.00 per £100 
British Fund 4s. 260.00 “ 

Brit Nat 5s, 1922. 375.00 “ bi 

Brit War L 5s, 1929- -47 324.00 “ - 


Chili 5s, 1911 .......... 258.00 - 7 
French 58s, 1920....... 69.50 per 1000 francs 
French 6s, 1920 ...... 71.50 

French Int 4s, 1917 .. 47.50 “ = 
German Govt 4s ....... lw "fs marks 
German Govt 5s, .... 11.50 “ = 

Ital Con W L Bs...... 32.50 per 1000 lire 
Ital Treas Notes, 1925. 42.50 ‘“ 

Japanese Ist 4%s ..... 426.00 per £100 
Japanese 4s, 1905 ..... 350.00 


Mex. Con. Sil. 5s, 1894.. 145.00 per 1000 peso 
Mex Ext Sterl 5s, 1899. 455.00 per £200 
Paris-Orleans Ry 6s .. 68.00 per 1000 francs 
Peruvian 5%s, 1909 ... 320.00 per £100 
Uruguay Consol 3\%4s . 203.00 per £100 
Venezuela 3s, 1905 .... 213.00 “ - 


German Municipal and Industrial 


Per 
1,000 marks 
NI ci 6:cG 4:5 aie 00s C0 OR koe sae 15 
TAGE. | co cuvivecs ca eaVatewres oat 15 
IR ro aha sd etictns § erat de 0.0 4 pple Mine o\v-a-o el 11% 
NEMO. ar0 6.6 Wika 0:0 6 pik ord aves 'b wba 13 
CE Ss Wis nd ace boss cdieea chdeek on 15 
TE Pe Pere en ae 14%, 
MS Scan as ow cece ome hema see the 14 
Rass ain wis ae a bs «Oat wk Ae a0 7m 14 
PRONE, «bbb ccewins vaclud donavsaas 15 
German Gen Elec 4%%................. 16 
Re NEI SIRs. cess case eine ote 12 
RS Pee oer ere Serene 12% 
EIR 15.!5 04:5 o'o aki s\nit'e bee diy 's wets 0 2% 
Hamburg-Amer Line 414s ........... 18 
PU ORO MDs boas ca wncdechwewne’ 16 
A ee ee ce =. 15 
SS EE ere ee eee 15 
SANS food 6 6.0 kie Ra'Gsc ua ote sie Obie 4 144% 
eee Le oP ee nee 164, 








no specie payment in Argentina at present, 
so that bond coupons will be greatly in- 
creased in value when they can be paid 
or cashed in gold in Argentina. 


* * * 


About the Ter Meulen Plan—Some 
ter Meulen plan bonds are likely to be 


offered in this market ere long. These 
bonds are provided for under what is 
known as the ter Meulen Plan, to be 
issued running for five, ten or fifteen 
years, under the supervision of an Inter- 
national Commission which shall pass up- 
on the assets to be pledged by the issuing 
government and shall determine the gold 
value of the credits against the security. 
The plan purposes aiding the importer de- 
siring credit from abroad by having him 
apply to his government for a loan, these 
bonds to be issued to him to be pledged in 
turn by him with the exporter for payment 
of the merchandise he purchases. The ex- 
porter in turn uses the bonds as collateral 


with his bank. The bonds will bear 
interest as determined by the Commission 
and shall be payable in the exporter’s cur- 
rency. The revenue from the assets will 
be assigned to the payment of interest 
and sinking fund on the bonds and to 
purchase of any bonds held against the 
debt of defaulters. 


—_Oo-—_—_ 


Railroads 
(Concluded from page 227) 


Missouri Pacific 
1921. Change. 
FUME BOONE ssc crenss $8,584,389 Dec. $818,608 
Net oper. income..... 258,630 Dec. 265,728 
Six months’ gross... .52,400,955 Dec. 1,999,813 
Net oper. income..... 2,071,521 ine. 725,747 


Cleveland, Cincinnati, Chicago & St. Louis 


1921. Change. 
ee $6,942,887 Dec. $154,157 
Net oper. income..... 751,999 Ine. 1,329,703 
Six months’ gross... .39,593,766 Dec. 282,107 
Net oper. income..... 2,696,203 Dec. 1,346,603 

Pittsburgh & West Virginia 

, 1921 1920 
DRG: GIO 5 Ax.5.d ds 0650 HSS $174,199 $193,714 
Net operating deficit........ 25,292 4,055 
Six months’ gross........... 950,071 949,978 
Net operating deficit........ 196,295 215,189 

Buffalo, Rochester & Pittsburgh 

1921. Change. 
TUNG BTOSE 20s ciccee $1,191,356 Dec. $480,025 
Net oper. income..... 31,093 Ine. 273,330 
Six months’ gross..... 7,128,025 Dec. 1,646,646 
Net oper. income..... 333,104 Ine. 409,801 

Northern Pacific 

1921. Change. 
ce $7,408,685 Dec. $1,213,553 
Net oper. deficit..... 624,329 Ine. 1,022,201 
Six months’ gross... .40,427,221 Dec. 10,600,549 
Net oper. deficit.... 1,835,666 Inc. 7,459,541 

Chicago & Eastern Illinois 

1921. Change. 

June gross ..........$2,101,847 Dec. $353,262 


Net oper. income..... 93,777 Dee. 191,881 
Six months’ gross....12,850,818 Dec. 897,598 


Net oper. deficit..... 386,322 Ine. 1,669,506 
Chicago & Alton 

1921. Change. 

June gross ..........$2,580,089 Dec. $75,153 

Net oper. income..... 11,735 Dee. 195,120 

Six months’ gross... .14,467,083 Inc. 1,292,614 

Net oper. deficit..... 44,825 Ine. 322,923 
Pere Marquette 

1921. Change. 

June ross ..........4 3,144,105 Dee. $151,091 

Net oper. income..... 427,425 Ine. 203,714 


Six months’ gross... .16,953,667 Dec. 600,694 
Net oper. income..... 1,132,041 Ine. 2,120,609 


Texas Pacific 


1921. Change. 
SUMO SPORE o.. occ eps: $2,688.122 Dee. $548,051 
Net oper. income. 276,786 Dee. 115,320 
Six months’ gross... wd . 1%, 840,491 Dee. 1,531,995 
Net oper. income..... 819,278 Ine. 588,701 

Chicago Great Western 

1921. Change. 

SRR. ae. dks $2,004,593 Ine. $121,792 


Net oper. income..... 170,519 Ine. 441,297 
Net oper. income..... 284,147 Ine. 1,348,068 


Chicago, Burlington & Quincy 


1921. Change. 
te a $13,343,856 Dec. $1,417,389 
Net oper. income.... 2,540,197 Ine. 2,785,776 


Six months’ gross. ...78.397,916 Dee. 6,217,748 
Net oper. income.... 10,672,391 Ine. 5,756,574 


Great Northern 


1921. Change. 
Pe MPOOR.. 5. a 2s. $8.448.603 Dee. $2,109,735 
Net oper. income..... 1,187,985 Ine. 314,572 
Six months’ gross... .41,903,787 Dee. 13,045,353 


Net oper. deficit..... 1,611,160 Ine. 2,774,625 


Lake Erie & Western 


1921. Change. 
Be TONE. a5 6s ces $774,518 Dec. $272,976 
Net oper. deficit..... 86.853 Dec. 284,331 
Six months’ gross.... 4,454,359 Dec. 764,608 
Net oper. deficit... 264,336 Ine. 57,059 

Denver & Rio Grande 

1921. Change. 
Pe ee $1,858,507 Dee. $968,535 
Net oper. deficit..... 638,058 Ine. 656,285 
Six months’ gross... .14.240.767 Dee. 3,001,167 
Net oper. income..... 1,131,102 Dee. 1,987,268 

Minneapolis & St. Louis 

1921. Change. 
2) 3 Sere $1,253.389 Dec. $116,999 
Net oper. deficit..... 23,755 Dec. 256.870 
Six months’ gross.... 7,692,033 Dec. 89,091 
Net oper. deficit ..... 683,653 Ine. 194,476 
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Getting Back to Normal 


(Concluded from page 224) 


need not interfere with the work of dis- 
armament. They are in a minority and 
must give way to wiser counsel. Those 
who have held that the abrogation of 
slaughter and devastation is not “prac- 
tical” are now overwhelmed by the pub- 
lished or spoken views of the most emi- 
nently practical thinkers in all walks of 
life. 


It is important that we purge our minds, 
so far as possible, of unwarranted sus- 
piciog and incredulity. It is not neces- 
sary to be rash or incautious, but doubts 
based upon apprehension, prejudice, 
jealousy or hatred will prove a stumbling 
block in the path of a speedy settlement 
of a problem on which the safety and 
prosperity of society literally depends. 


But it is necessary to bring this discus- 
sion to a close. The subject is so big, 
and there is so much to say, that it has 
been impossible in this article to do more 
than touch and go. No reader will realize 
more keenly than does the writer the in- 
complete and imperfect character of the 
foregoing brief discourse. It is hoped, 
however, that something may have been 
said which will direct attention to the im- 
portance of the question at issue, or which 
will inspire more extended dissertation 
from more worthy pens. 


OUR DOMESTIC TAX PROBLEM 


It will not be necessary to enter upon 
an extended discussion of the pending 
program for relief from onerous domes- 
tic taxation. The subject is in the fore- 
ground at Washington and it appears 
probable that a bill of some kind will be 
passed before the adjustment of the pres- 
ent Congress. Briefly stated, it appears 
probable (1) that the sales tax has been 
abandoned; (2) that a flat corporation tax 
oi fifteen per cent. will take the place of 
the present excess profits tax; (3) that 
transportation taxes will be modified or 
eliminated, and (4) that the surtaxes in 
the higher brackets will be reduced. The 
proposals to increase the rates of postage 
and to tax bank checks appear to have 
been abandoned. 


The most important of the changes re- 
ferred to above is, in the estimation of 
the writer, the proposed reduction of in- 
come taxes in the top brackets. The pres- 
ent tax has had a very bad effect on our 
available supply of capital. The man 
with an annual income of $100,000 must, 
under the present income tax laws, buy a 
taxable security yielding 10.23 per cent. 
in order to secure a net income equiva- 
lent to the return on a 4% per cent. tax 
exempt security. The ratio rises with the 
amount of income, until the possessor of 
a $1,000,000 income must have a taxable 
security vielding 16.67 per cent. to put him 
on an even basis with a 4% per cent. tax 
exempt issue. As no such incomes are 
possible on safe taxable securities, billions 
of dollars of capital have been diverted 
from productive channels. The real cure 








experience without loss. 





Diversify Your Investments 


During the perilous days of our readjustment period, the 
experienced investor does not carry all his eggs in one basket. 


A fair supply of well seasoned non-fluctuating farm mort- 
gages will safeguard your estate. 


Your July investments cannot be better placed than in our 


$% Collateral Trust Bonds 8% 


obtainable in amounts of $50, $100, $200 and $500, semi-annual 
interest. Short time maturities. 


Sold on part payment plan if preferred. Based on 37 years’ 


Write for Booklets. 


The F. B. Collins Investment Co. 


Members Farm Mortgage Bankers Association of America 


727 Monadnock Block, Chicago | 


Home Office: Oklahoma City, Oklahoma | 











for this state of affairs is to legislate the 
tax-exempt bond out of existence. It is 
an unsound and unscientific instrument in 
every way. It not only locks up capital 
as explained above, but it has other evil 
results. For example, it encourages ex- 
travagance on the part of states and mu- 
nicipalities which are able to get money 
too easily on their bond issues. But as 
there is little hope of legislation which 
will strike at the root of the evil, the next 
best thing will be a reduction which will 
drive or attract at least a part of the dor- 
mant capital back into constructive work. 


SHIFTING THE BURDEN 


It will be observed that all the meas- 
ures for reforming taxation outlined above 
represent merely the shifting of the tax 
burden from one set of shoulders to an- 
other. What is sought is merely a more 
equable and scientific incidence. In some 
cases the proposed measures do not even 
improve upon the present adjustment. It 
is difficult to see, for example, how the 
elimination of the tax on transportation 
would help matters. There is a certain 
amount of revenue to be raised, and if the 
tax is removed from transportation if 
must be laid somewhere else. The inevi- 
table result of this would be a derange- 
ment instead of an establishment of cor- 
rect incidence, as the people would then 
be taxed, not in proportion to the amount 
of transportation individually consumed, 
but on some other basis. It is axiomatic 
that government has absolutely -nothing 
except what is contributed by the people, 
and that it consequently cannot give to 
one without taking from another. 


However, the tax program as it now 
stands is as good as was to be expected 
and, as has been shown heretofore, the 
United States is not laboring under an 
unsupportable burden of taxation. The 
whole proposition shrinks into insignifi- 
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OMAHA.LUSA. 


SOUND INVESTMENTS 


SEVEN PER CENT. 


FROM 


NEBRASKA FARM 
MORTGAGES 


running from 3 to 5 years 
with interest payable semi- 
annually. 


In ordinary times these 
mortgages would return a 
much lower rate. 


Our recommendation is 
based on 38 years’ experi- 
ence, complete investigation 
and outright ownership of 
all loans offered. Non-fluct- 
uating — Non-speculative. 
Send for list. 


Equitable Trust Co. 


—Founded 1883— 
Capital, Surplus and Undi- 
vided Profits, $225,000.00. 

OMAHA, NEBRASKA 











cance by comparison with the problem o 
actual and permanent relief from ruinous 
imposts which will be secured onl 
through disarmament or by means of suc! 
dubious alternatives as a levy on wealt 

national repudiation and confiscation. 


Editor’s Note: The next article of thi 
series will be entitled “Commodit 
Prices.” 
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Which Farm Mortgages? 
By C, M. HARGER 


' HEN the investor looks into the 
\ farm loan as an investment he 
has two things to consider: the 
rsonnel of the agency through which 
is to obtain his security and the loca- 
on of the land on which the mortgage 
is to be written. The established agency 
today of generally responsible charac- 
ter the country over. The “wildcat’’ agent 
has passed away largely because no such 
can secure the funds from a source that is 
reliable. In consequence the business is in 
the hands of bankers, firms that represent 
the life insurance companies and trust 
organizations, and those who simply take 
epplications and pass them on to firms of 
larger measure. Through these latter the 
loan is completed and the appraisal is 
made. As one harks back to the boom 
days of early settlement in the interior 
states and realizes how unsystematized 
and reckless was the method employed it 
seems strange that more investments were 
not lost, rather than that frequent un- 
pleasant experiences occurred. The agent 
who can go through a boom and keep his 
head deserves credit and the history of the 
past three years has shown that for the 
most part we had just that kind of men 
making the loans on farms. Then comes 
the decision as to where shall be located 
the loans. Time was when the field was 
somewhat limited. The great west was 
not considered as a safe ground because 
the settlers were but beginners and their 
credit was problematical. Then when the 
\Middle West was developed and the call 
for money and credit came, the rush of 
investors was all to that section without 
much regard for the actual place ‘or 
sunty in which they were to be made. 
\s a result the investors bought mortgage 
notes secured by land in the high plains 
vhere population fluctuated and more than 
ne farmer practically “sold” his farm to 
‘ mortgagee. But those days have gone 
nd the agricultural districts are not only 
ell established but the lines of safety are 
well fixed. Some newer states have gone 
through periods of hectic advertising and 
xcursions that have brought hordes of 
eople—and have seen most of the same 
rdes depart. Such territory is not de- 
rable for the investor. He demands, and 
‘ould demand, a location where values 
re stable and where population does not 
ictuate. 


= 





e ‘\ e e 
Of course, another factor is the soil 
it has the sound quality of good wheat 
nd through a period of years, that 
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counts; if it is a sound corn country, like 
Iowa, that too is in its favor. Then there 
is the element of the character of the 
population, whether progressive, enter- 
prising and frugal. The class of inves- 
tors is also of moment. The life insur- 
ance companies are good criterions. lf 
they, after their long years of experience 
and the loaning of millions of dollars, 
place funds freely in a given section it is 
a good indication that it has been found 
safe and worthy of confidence. So there 
are many signposts for the investor if he 
will look for them. He ought to be able to 
determine for himself from the history of 
any given field about what to expect from 
it; he-ought to be able to find such en- 
dorsement from the records as will make 
his holdings sure. While farm develop- 
ment has been going on the loan field has 
spread not only to the entire Middle West 
but to the Southern states, the far North- 
west and large sums are placed on the 
farms of western Canada where is going 
on a stable and progressive development. 
On the high plains is a much sounder con- 
dition than formerly and loans made with 
care are acquiring a good reputation. The 
investor who wants surety in his experi- 
ence will seek those sections where time 
has proved the solidity of the business of 
farming. That after all is the test. The 
field is broad—much broader than a decade 
ago because conditions have been settled 
in territory where once was more or less 
doubt as to the return of the fields. 


—_o-—_-. 


’ Measured By Average Rule 

Success is accomplished by having the 
average outcome of transactions on the 
plus side. Keene, one of the keenest 
speculators Wall Street ever knew, claimed 
that any trader who could guess the 
market right once out of three times could 
soon make himself the richest man in the 
world. Yet the average speculator is dis- 
couraged because he is not right all the 
time. No business man expects every 
plan he thinks of for the expansion of 
his business to succeed. He has _ his 


failures. But, if one succeeds, the average 


gain in his receipts and profits make his 
failures worth while. It is the average 
which counts. It is a rule which works 
equally well in whatever direction man 
smploys his activities. Neither investing 
or speculation is immune from it, ex- 
cept in the opinion of the trickster and 
the tipster, which is for public consump- 
tion and not for his individual opinion, 
for it is out of the stuff of such nonsense 
that the get-rich-quick victim is usually 
developed. 


nn oe 


Baldwin Loco Rumors 

Weakness developed in the fore part of 
the preceding week when rumors gained 
currency to the effect that important news 
of a somewhat unfavorable nature was 
about to break. Although the Street was 
not in the mood to place much confidence 
in the authenticity of the report, the stock 
did not resist a certain pressure. 


As you advance 
in years you want - , ‘ 
to know that your money Is safe. 

In old age, comfort and peace of mind are 
assured if you invest in time tried 7% FIRST 
FARM MORTGAGES—38 years without a loss 
to investors—Write for offerings and pamph- 
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Absolutely Sound 7% and 8% MORTGAGES 


N making an investment, your first consideration 
should be safety; next, rate of interest. Our Georgia 
Mortgages are absolutely sound 

grnos because we make no loans fot 
YX over half assessed value of prop- 

erty and we investigate and 
guarantee all titles. The legal 
rate of interest in Georgia is 
8%. A better opportunity has 
never been offered to secure 7% 
and 8% mortgages backed by 


unquestionable security. 6% 
paid on time certificates, 5% 
: on demand certificates. Write 


for complete information. 

Member of Farm Mortgage Bankers Ass’n of America 
SESSIONS LOAN & TRUST COMPANY 

Mortgage Bankers Drawer 361 Marietta, Georgia 








ALBERTA FARM 
and EDMONTON CITY 
8% FIRST MORTGAGES 8% 


We allew premium on U. 8S. funds. 
Does that appeal? Write us. 


R. A. HULBERT & CO. 
HULBERT BUILDING 
10363 Whyte Ave. Edmonton, Alberta 














Higher Interest Rates 


Owing to a general advance in <aterest 
tates, we shall for a short time at least, 
be able to get Seven Per Cent fer eur 
customers on First Mortgage Leans. 
We suggest that you take advantage ef 
this and arrange to take some of these 
loans at the higher rate. Good leans 
(é) are offering. Write for Loan List Ne. 77. 


Perkins & Co., Lawrence, Kansas 
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Seventy Billion 
Dollars 


One-third of the total wealth of the 
United States is made up cf farm lands 
and buildings, live stock, farm machinery, 
and other forms of agricultural wealth. 
The total agricultural value is equal to 
the sum of all investments in manufactur- 
ing, railroads, street and electric roads, 
publie lighting, and mines. ; 

Wise investors are today putting their 
funds into Forman Farm Mortgage Invest- 
ments netting 7%, because in these times 
Farm Mortgages are the safest form of 
investment. 

Write now for the July issue of 
“The Forman Guide to Safe In- 
vestments,” which should be in the 
hands of every conservative in- 
vestor. 


+-FARM MORTGAGE BANKERS 
(ESTABLISHED 1665) 


105 W. Monroe St. Chicago, Ill. 
F.W.-8-8-21 
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Rump Curb’s Cut Forced 


According to the version given the 
newspapers anent the cut in commissions 
made by the small coterie of curb brokers 
who now compose what curb stone market 
there is on Broad Street it would appear 
as if this action was taken in response 
to the propaganda for greater economy 
that comes from Washington. A closer 
analysis of the reason hardly supports this 
theory, evidence of which is at hand to 
any person who will go to the trouble of 
seeing for themselves the general state of 
idleness «mong these insurgents brokers. 
The volume of trading has almost dimin- 
ished to the vanishing point. 


Stern necessity has forced the Rump 
Cuib to do something drastic and what 
appears to it sensational in attracting at- 
tention and business to it. That tells the 
story of the cut in commission. These 
brokers hope by making their charges less 
than is now levied by the members of the 
Old Curb Market they will divert business 
in their direction. At least this move 
is an admission that so far the public 
has not responded quickly to the new curb 
effort to continue a market on a public 
street. 


There is just as much likelihood of there 
being te many security markets in one 
locality, as there is in an oversupply of 
anything. Simply cutting commissions will 
The public 
values more the character of securities and 
brokers; they have had their fill of cats 
and dogs by which they have been bitten 
so much in the last few weeks as to make 
them exceedingly chary. 


not overcome such congestion. 


Dollars Just Rolling Around 


After voluminous letter 
written by Wm. Bierkamp, an oil promoter 
hailing from Fort Worth, Texas, proclaim- 
ing the immense investment possibilities 
of his Mexia-Hill Lease Syndicate, it will 
be conceded without any further argument 
that it is an extraordinary communica- 


reading the 


tion. It assumes even the proportions of 
Talking 


about profits Bierkamp just wallows in the 
dollars each dollar can be made to produce, 


a gusher in point of loquacity. 


provided an oil gusher is found on his 
One instance alone every dollar 
begot five hundred dollars, an amount not 
to be sneezed at even by the most greedy. 
Any one who cannot be contented with 
such a measure of riches need not bother 
Mr. Bierkamp, he can take his money to 
some other of the financial magicians, who 
continue to flood the mails with their ex- 
traordinary propositions. Investors may 
not know the little joker in these lease 
propositions in which they are asked to 
buy units. The promoter picks up some 
cheap land for a song and then capitalizes 
it at a big figure, and by selling parts in 
it at ten per unit sells out on investors 
at an enormous profit. Afterwards the 
lease holders can take their chances of 
finding oil. 
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week. Standard Oil stocks were conspicuously firm, and mining shares were in 
more active demand than for many months. 
lower levels. Bonds were active and strong. 


O-* the whole the Curb market displayed considerable strength throughout the 


Low-priced motor shares moved to 


Merritt Oil Corporation 
(Cameo Analysis, by “Horace Scope’) 


Authorized capital $10,000,000, par $10, all common stock; issued 780,015 shares, includ- 
ing 240.000 shares sold at $25 a share in March 1919, about when Midwest Refining Co. 
(Standard Oil) acquired control. Incorp. Dec. 1916 in Maine. 

Business: Engaged solely in crude oil production and sale in Wyoming, in Big Muddy 
field, 18 miles east of Casper, Wyom, refineries of Midwest and Standard of Indiana; trans- 
port chiefly via Illinois Pipeline Co. (Standard Oil) 8-inch line. Acreage 6,620, of which 
3,200 claimed as proved. Oil highgrade. Main producer “Wall Creek sand” at 3,000 to 3,700 
feet depth, same formation as at Salt Creek. 45 miles north. Shallower sands at 1,000 and at 
2,000 ft. also important producers. On Nov. 1, 1918, had 70 producing wells (30 in Wall Creek 
sand); 115 wells, May, 1919; probably over 150 now, a few of them operated 50-50 by Ohio 
Oil Co. (Standard Oil). 

Production was 1,674,759 bbls. net in 1919, and declined to 1,124,485 bbls. net in 1920 
(1,437,251 bbis. gross before royalties, etc.), or from 4,600 down to 3,100 bbis. a day. Drop 
due to natural decline in productivity of the single field to which operations are confined. 
Wells recently reported “capped”, owing to decline in oil prices and poor demand by re- 
fineries; new drilling suspended; dividends deferred. 

Earnings: Reported $2,401,994 gross profits for 1920 or over $2 a barrel. Deductions of 
$1,390,282 for depreciation, and $75,000 for taxes, left $1.07 a share profits for year considered 
a “boom” year.. Actually available profit $1.91 a share ($1,460,000) as shown by $730,000 gain 
in net quick assets, after paying $760,000 dividends. 

Dividends: $25 quarterly since initial payment Nov. 15, 1919. 
Aug. 1921 “deferred” till Sept. 1921. 


Finances: Exceptionally good to start 1921. Cash ($1,698,563), oil ($27,041), and receiy- 
ables ($323,208) exceed all payables including taxes, by $1,650,953, versus $920,987 at start of 
1920, or gain of $730,000 in net quick assets, after paying dividends. Share prices have been 
as follows (only 540,008 shares out prior to March, 1919). 


1921 1920 1919 
1354 (Feb.) 22% 35 2934 42% (Aug.) 
7 (June) 10% 17% 17% 113% (Jan.) 


treasury stock, not to mention still higher 
market prices. What it was or is worth 
to Midwest is a different matter alto- 
gether. 


Action on dividend due 


1918 1917 


Introduced near par, $10, in late 1916, a 
high of $4214 was quickly reached in a few 
months in the 1916-17 market boom. Some 
money made in this venture by “Tom” 
Merritt and his associates of Duluth, 
Minn., they invested in Consolidated Cop- 
permines Co., in Nevada. 


What the stock may be worth to the in- 
vestor is speculative on productivity of the 
lone pool on which production depends, 
and further speculative on oil prices. Oil 
prices have dropped over $2 a barrel or 
dropped the entire paper profit of 1920. 


When new wells had to be drilled in 
1919 to maintain the natural decline in 
output funds were shy. Still worse, the 
stung” the Merritt group 
very hard in their copper venture, which 
closed down Feb. 1919. These events led 


end of the war Further productivity may assume near 


a million barrels a year for several years, 
but at large expense for new wells to 


up to Midwest (Standard) acquiring con- 
trolling interest in Merritt Oil about 
March, 1919. 


The company is a large and important 


one in the oil industry in Wyoming. The: 


control exercised by Midwest has been 
wise, fruitful and beneficent. The com- 
pany receives the highest going market 
prices for its oil, and funds have been sup- 
plied and used for new wells wherever 
legitimately needed. Wasteful and ex- 
travagant new wells to inflate flush pro- 
duction for stockmarket purposes, but 
which prematurely exhaust a field and im- 
pair the investment: that has been avoided, 
and wisely so. 


Yet notwithstanding all these nice things, 
and others, that can be said of Merritt 
Oil, events show it was not and is not 
worth $25 a share paid by stockholders 
March, 1919, pro rata, for 240,000 shares 


maintain this production figure against 
natural decline. Vitally necessary “out- 
put upkeep” expense must never be ig- 
nored by any oil producer. At least 
$1,500,000 cost was indicated for 1920, to 
operate, and to drill new wells to keep up 
production figures, yet even so, produc- 
tion declined. That $1,500,000 a year ex- 
pense exceeds market value of the oil 
today, even if production could 
marketed. Hence suspension of furthic: 
drilling, and the probable capping of wells 
announced July 25 when dividends were 
also deferred. 


The market must bring $2.25 a bbl. for 
Big Muddy, Wyom. oil (a million bbls 
a year) to permit the company to pay 25: 
quarterly dividends, or $1.00 a share a year. 
and also spend $1,500,000 yearly in opera’ 
ing costs and in new wells to maintain p1 
duction figures near that level. 





These cameo analyses of outside securities appear regularly in THe Financia! 
Wortp. They should be read, cut out and saved for future reference, by every investo’. 
broker and banking house. Durant Motors, U, S. Distributing Corp., Radio Corpora- 
tion of America, Boston-Wyoming Oil, Nipissing Mines, U. S. Light & Heat, American 
Writing Paper, Carib Syndicate, United Eastern Mining, and Tonopah Divide Minin: 


companies have preceded this analysis. 
your files. 


Send for them if they are not already 
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URUGUAY SEEKING LOAN 

The Republic of Uruguay is negotiating 
with a New York bank for a $7,500,000 
loan to be offered to American investors. 
This will be the first time that Uruguay 
has ever floated a loan in the United 
States. 

For several months Uruguay has been 
carrying on negotiations and representa- 
tives of the republic have lately had con- 
versations with other Wall Street banking 
groups looking to the placing of a $10,000,- 
000 bond issue in this market. 

i 
DENVER & RIO GRANDE 

Wall Street heard that title to the Den- 
ver and Rio Grande Railroad had been 
officially transferred to the new Denver 
and Rio Grande Western Railroad. The 
inference was that the old company, 
whose physical properties had been sold to 
the Western Pacific to satisfy a judgment, 
had automatically ceased to exist. Yet 
there was no rush by stockholders of the 
old road to get what they could out of 
their holdings, Very little of either the 
preferred or common stocks changed 
hands. Although the stockholders lost 
the suit, which was based on a contention 
of fraud, they have still one more chance 
to upset the whole proceedings. That is 
through an appeal, which the Appellate 
Court has given them permission to file. 

* * * 


OIL SECURITIES OFFERED 


Stockholders of the Middle States Oil 
Corporation and the Imperial Oil Corpora- 
tion were notified of the organization of a 
company to be known as the United Oil 
Producers Corporation, to be owned joint- 
ly by both, and which will be capitalized 
with $6,000,000 of common stock and 
$1,000,000 first lien, minimum 8 per cent. 
bonds. 

The assets of the new corporation will 
be proved oil producing properties in the 
Mid-Continent oil field, with a present pro- 
duction of 8,000 barrels daily. Stock- 
holders of the corporations have the right 
to subscribe for an amount of one-half 
or less of the par value of their present 
holdings. A feature of the bond issue is 
that the securities have a minimum yield 
of 8 per cent. and the participating feature 
will cause the yield to be regulated by the 
price of crude oil. If oil is sold as low as 
88 8-9 cents per barrel, the minimum 
guaranteed rate of 8 per cent. could be 
naintained. With oil selling at $1 per 
barrel, as at present, the rate will be 9 per 
cent. As the price of Mid-Continent 
crude oil advances, the annual yield of the 
bonds increases proportionately. Should a 
price of $2.25 per barrel be reached, at 
which time the bonds would yield 20% 
per cent., any excess beyond that figure 

uld be transferred to the sinking fund 
to be used in paying the principal of bonds. 
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WELCH BONDS OVERSUBSCRIBED 
The recent offering of $1,000,000 Welch 
Grape Juice 8 per cent. bonds due August 
1, 1931, has been oversubscribed. The 
books were closed on Monday last. 
~~ % 2 
TO CUT RAIL RATES 
Promise of an early reduction of freight 
rates on Canadian railways was made by 
F. B. Carvoli, chief of the Board of Rail- 
way Commissioners, to the local Board of 
Trade. He answered a plea for a reduc- 
tion equal to the recent 12 per cent cut in 
wages of railway employees. 
a 
MONEY MAKES MONEY 
A book valuable to all investors has 
been issued by the American Institute of 
Finance of Boston telling of the work 
the energetic dollar should be put to, It 
is named “make your money make more 
money.” 
* * * 
A SURVEY OF STAND. OIL OF IND. 
An interesting survey of the business 
and prospects of the Standard Oil of 
Indiana has been published by C. C. Kerr 
& Co. of 2 Rector St., New York. It 
points out the unique position in the oil 
industry the company occupies, and is a 
valuable addition to the literature issued 
about this company. 


—o-——_ 


Kansas City Southern 
(Concluded from page 228) 
that commodity its greatest source of traf- 
fic. 

As for the fear that maintenance ex- 
penditures will have to be on larger scale 
than in the first half of this year, there is 
every bit as much ,reason for expecting 
the company to continue with the program 
of economies that made possible the splen- 
did showing of net in the first half of the 
year, as there is reason for expecting the 
contrary to be true. 

Advanced freight rates have made 
possible larger gross revenues even though 
traffic volume may be smaller than last 
year. Reductions in wages, inauguration 
of greater efficiency and of savings in all 
departments of railroad operation, to- 
gether with the fall in the price of ma- 
terials and supplies, must make for lower 
operating ratios. That cannot but mean 
greater average net returns. 


It perhaps would be unwise, or rather 
unsafe, to anticipate the same rapid and 
unusual increases in traffic volume that 
occurred last year and in the first four 
months of this year. But it is not essen- 
tial that the net earnings should show 
abnormal increase, or that extra booms 
should be experienced in oil to make the 
earning power of this road such as to in- 
spire confidence in the securities men- 
tioned here. 





Capital Furnished 


old established concerns through the sale of 
their securities. We have facilities for quickly 
disposing of high grade issues. Corporation 
must have satisfied list of stockholders and cus- 
tomers. No promotions considered. Ask for WF. 


I. D. NOLL & COMPANY 
17¢ Broadway, New York 














Guanajuato Reduction & Mines 6s 
Guanajuato Power & Electric 6s 
Empire Lumber Co. 6s 

53 State Street 


Hotchkin& Co, ver stasis Vaseion: 
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GREER & COMPANY 


Investment Securities 


301-2-3-4 WHEELING STEEL 
CORPORATION BUILDING 


WHEELING, WEST VIRGINIA | 

















ARKANSAW WATER WORKS 6s, 1930 
EMMETT IRRIGATION DISTRICT 6s 

IDAHO IRRIGATION DISTRICT 6s 

MIDDLE STATES WATER WORKS 6s, 1936 
RACINE WATER CO. Ist 5s, 1931 


H. C. SPILLER & CO., Inc. 


63-65 Wall Street - + - + NEW YORK 
17 Water Street - - - + + BOSTON 











TH 100 Years of Commercial Bankin 
CVA CHATHAM & PHENIX 
(ems NATIONAL BANK 

tJ Capital & Surplus $12,000,000 
TaN Resources - - $165,000,000 
149 Broadway, Singer Bidg. 


And 12 Branches 
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STOCKHOLDERS LISTS 
in Over Twe Thousand Corporatiens 
Write for catalog. 


WM. JONES 


Auditers, Ine. 


116 Broad St. New York City 
Tel. Bowling Greem 8811-8812 




















DIVIDENDS 





AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY 
August 1, 1921. 

Certificates for American Telephone and Tele- 
graph Company stock paid for in full as of July 
20, 1921, under the provisions of the circular of 
May 10, 1921, are ready for delivery at the office 
of the Treasurer in New York (at the office in 
Boston, if payment was made there) upon the 
surrender of full paid receipts given in ac- 
knowledgment of subscription payments. 


H. BLAIR-SMITH, Treasurer, 





CENTRAL ARKANSAS RAILWAY AND 
LIGHT CORPORATION _ 
PREFERRED STOCK DIVIDEND NO. 34 
New York, August 3rd, 1921. 
The Board of Directors has tbis day declared the 
Thirty-Fourth consecutive quarterly dividend of One 
and Three-Quarters Per Cent. (1%%) on the Preferred 
Stock of the Central Arkansas Railway and Light Cor- 
poration, payable on September Ist, 1921, to the stock- 
holders of record as of the close of business August 
15th, 1921. Checks will be mailed. Transfer books 
will not be closed. J. DUNHILL, Treasurer. 





$16,500,000 


REPUBLIC OF CUBA 


Four and One-Half Per Cent 
Gold Bonds Due 1949 
(External Loan.) 
Coupons due August 1, 1921, of the above Bonds 
will be paid on presentation at our office on and after 


that date. 
SPEYER & CO. 


New York, July 380, 1921. 





Kindly Mention 
“The Financial World” 
When Writing Advertisers 
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Middle States Oil and Imperial Oil 


For record only, announce the sale of an issue of bonds, total $4,000,000 par value, known as Ten year, 
first lien, Gold Eight Percent, Participating, Sinking Fund, Production Bond of the 


| United Oil Producers Corporation 


- 





INTEREST. Guaranteed minimum Eight Percent per annum, payable semi-annually. 
PRINCIPAL. Payment of principal is provided by liberal sinking fund. 
GUARANTEED. Both Interest and Principal Guaranteed. 


PARTICIPATION. This bond provides a participation in addition to its guaranteed minimum of 
Eight Percent per annum. Observe this participation is one that the bondholder may know his posi- 
tion every day, without waiting for the Company’s periodical reports. Simply look at the market price 
of oil in your daily newspaper. Today the market price of Mid-Continent oil is One Dollar per barrel. 
You would know this means a total of Nine Percent interest on your bond, and every advance of 
Twenty-five Cents per barrel in the price of this crude oil would add Two and one-quarter Percent per 
annum to your interest rate, until oil selling again at Two and one-quarter Dollars per barrel would 
give the bondholder a total of Twenty and one-quarter Percent per annum interest on his bond. 


As the capital stock of UNITED OIL PRODUCERS CORPORATION will be owned entirely by 
Middle States Oil Corporation and Imperial Oil Corporation, as stated below, this record announce- 
ment is made by all interested Companies. 










































Like other commodities in this reconstruction period, following the great war, oil has dropped 
from its last year’s market price of $3.50 per barrel down to present price of $1.00 per barrel in the 
Mid-Continent Oil Fields. Added to this the almost universal difficulty for small operators in securing 
banking accommodations makes it now possible for such Corporations as Middle States Oil Corporation 
and Imperial Oil Corporation to obtain the very best oil producing properties from small operators at 
unusually favorable prices. These small properties, assembled and united, become the great proper- 
ties, and so united, economize the cost of operation and strengthen financial and marketing facilities. 


In addition to the several acquisitions of producing properties under such conditions recently made 

by these Corporations for their several subsidiary operating Companies, we have availed ourselves of 
the opportunity to secure the entire stock issue of UNITED OIL PRODUCERS CORPORATION, 
which Corporation has been formed for the purpose of uniting under one management and ownership 
several of these smaller properties, and upon the following basis: 


UNITED OIL PRODUCERS CORPORATION 


incorporated under the laws of Delaware. Corporate purpose: to acquire, own and operate oil and gas 
leases, producing and marketing oil and gas, either directly, or through such subordinate organiza- 
tions as it may deem proper, but so united as to have economy in operation and strength in finances 
and marketing of products. 


LIABILITIES: 
es ne | IRIEL Los. ins Karten ihe Rin ble Sue eS Beek. oC ele we ha os beatae k $6,000,000 
ee ee ee NE... 5 iin Meee e cae avae rere 6> koe akee eer nstebeeenee $4,000,000 


Said stock and bond capital provided to acquire: 
ASSETS: 


Proven oil producing properties in the Mid-Continent Oil Field with a present production of 8,000 bbis. of 
crude oil daily (termed—settled production), and with undrilled proven well locations yet to be drilled, totaling 
800 such additional well locations, the total of $4,000,000 of bonds being based upon such ownership of oil pro- 
ducing properties at not exceeding $500 per barrel of said bonds for each daily barrel of oil production. 


The cost of uniting said oil producing properties under the single ownership and control of UNITED OIL PRO- 
DUCERS CORPORATION, in addition to the proceeds of this bond issue, is provided for in the stock issue of said Cor- 
poration, above indicated. 


The plan of procedure: from daily production of 8,000 bbls., appropriations are made, according to the terms of the 
Deed of Trust securing said bond issue as follows: 








pie ot Dar Pee Salers Ce POOR « «00-00 00% 4:65 05h bs50 bees ond eens wan 1,000 bbls. daily 
Deduct for sinking fund provision for principal of bonds............... 1,100 bbls. daily 
Deduct for additions to assets, new well drilling, etc. .................. 2,000 bbls. daily 

Total requirements............ 4,100 bbls. daily 
mesorve;/ subject onlp to: OperOting GRPONOS. «soa iis oc cc cdnce ve cicwreccscd 3,900 bbls. daily 


In detail these funds approximate as follows: 


The interest fund of 1,000 bbls. of oil daily allows 90 bbls. of oil per annum against each $1,000 par value of 
bonds outstanding, the proceeds of sale of which oil, at the market price, plus any premium obtained therefor, is paid 
pro rata into the hands of the COAL AND IRON NATIONAL BANK OF THE CITY OF NEW YORK, as Trustee of the 
Deed of Trust securing said bonds, and such fund will be distributed by the Trustee to all of the bondholders at the end 
of each six months’ period, as their interest income on said bonds. This assignment of oil monthly would pay the minimum 
guaranteed rate of 8% per annum, if oil sold as low as 88-8/9c. per barrel, and that minimum price is guaranteed, a5 
hereinafter stated. Hence, the bondholder has the guaranteed certainty of an 8% investment. His speculative oppor- 
tunity depends on the advance in the market price of crude oil. We believe it is a business certainty that the price of 
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oil will average in the succeeding months and years much higher than the present price of One Dollar per barrel, which 
price would insure 9% income on the bonds, and this market price of oil furnishes each holder of any of these bonds the 
speculative opportunity, and this increased price of oil would inure to the benefit of the bondholder until oil should sell 
above $2.25 per barrel. And the rate of profit per annum would thus be indicated: 


Mid-Continent Oil at $1.00 per barrel will net bondholder 9 % per annum 
Mid-Continent Oil at 1.25 per barrel will net bondholder 114% per annum 
Mid-Continent Oil at 1.50 per barrel will net bondholder 13%% per annum 
Mid-Continent Oil at per barrel will net bondholder 15%% per annum 
Mid-Continent Oil at per barrel will net bondholder 18 % per annum 
Mid-Continent Oil at per barrel will net bondholder 20%% per annum 


Believing it is not unreasonable to expect the price of $2.25 per barrel for crude oil to be reached the coming year, 
and even that price of $2.25 per barrel would be less than two-thirds of the price prevailing last year, 20%% per annum 
would be the high limit of annual income. Should the price of oil average higher than $2.25 per barrel during the six 
monene eg 2 excess would be transferred by the Trustee to the sinking fund to be later used in paying the prin- 
cipal o e bonds. 
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SINKING FUND 


Of the 1,100 bbls. of oil daily set aside to create a sinking fund for the payment of the principal of the bonds, 
i. e., 100 bbls. of oil per annum as against each $1,000 par value of bonds of the issue outstanding, the »vroceeds of the 
sale of the pro rata part of this annual allowance, sold at the market price, plus any premium that might be obtained 
therefor, shall likewise be deposited with the Trustee monthly, and held as such sinking fund. At the present price of 
One Dollar per barrel for oil, this allotment would provide the entire sinking fund for the full payment of the principal of 
the bond at maturity. Like the interest oil, however, any increase in the market price of crude oil would increase the 
deposits for the sinking fund in the same ratio, and should oil again reach last year’s price of $3.50 per bbl. this sink- 
ing fund, plus the excess from the interest oil, would provide the sinking fund for the full amount of the principal of the 
bonds outstanding, in less than three years’ time. It is expressly provided, however, that no bondholder can be required 
to surrender his bond until it becomes due, thus giving each bondholder the full ten years in participation in profits, 
should he so desire. However, from time to time the sinking fund may be used by the Trustee, as provided in the Deed 
of Trust, to pay off and cancel such bonds as the bondholders may desire to have liquidated. On all such occasions, how- 


ever, the Trustees will publish a proper notice, giving all bondholders an equal opportunity, and at an equal price in such 
application of the sinking fund. . 


MAINTENANCE OF ASSETS AND PRODUCTION 


The Trust Deed securing this bond issue also specifically provides, as a means of maintaining the initial produc- 
tion, and of increasing the same and adding to the assets of the United Oil Producers Corporation, and the drilling of 
new wells, that one-quarter of the daily production shall be set aside and utilized only for such purpose. 


BOND SECURITIES 


It will be observed that the security under the Deed of Trust for all the bonds issued thereunder, which may 

total $4,000,000, is: 
A. All of the United Oil Producers Corporation’s assets with the daily production of 8,000 bbls. of oil thereon, 
which will have cost more than twice the amount of the bonded indebtedness. 


The guarantee of Imperial Oil Corporation as to the minimum of 8% interest on the bond issue, and the 
final payment of the principal of said bonds, the Imperial Oil Corporation now having estimated value of assets 
in excess of $8,000,000 and without debts or obligations, other than its capital stock, so that it can fairly be 


estimated that the combined security for this bond issue would be more than four times the par value of all 
such bonds issued. 


B. 


MIDDLE STATES OIL CORPORATION 


Stock of the United Oil Producers Corporation will be owned by Middle States Oil Corporation to the extent of 
$2,000,000 par value, for the acquisition of which it makes provision out of its earnings or accumulations, without requir- 
ing any additional capitalization or incurring any obligation, and to the extent of its proportion of the stock of United Oil 
Producers Corporation, shares in the surplus earnings of said Corporation, and at the retirement of such bond issue is 
entitled to one-third of the entire assets of United Oil Producers Corporation. 


IMPERIAL OIL CORPORATION 


The Imperial Oil Corporation, which guarantees the payment of the minimum of 8% per annum on the bond issue, 
and the payment of the principal of the bonds when due, has the well-protected position, after one-fourth of gross is set 
aside for new property and new wells, of three times the amount of oil production required to meet the guaranteed oblig- 
ations, even at the present low market price. The Imperial Oil Corporation acquires $4,000,000 par value of the stock 
of the United Oil Producers Corporation, for the acquisition of which it makes provision out of its accumulations and 
capital stock, without incurring any obligation, other than this guarantee, participating in the surplus earnings of United 
Oil Producers Corporation to the extent of its proportionate stock ownership in such Corporation and at the retirement of 
bonds is entitled to two-thirds of the assets of United Oil Producers Corporation. Thus, with a minimum of obligation, 
the Imperial Oil Corporation has a maximum of opportunity for additional earnings and income. 


MANAGEMENT AND OPERATION 


By reason of stock ownership, Middle States Oil Corporation and Imperial Oil Corporation will give to United Oil 
Producers Corporation its policy of management and the conduct of business, and the hitherto small properties thus com- 
bined under the single management should produce far better results in the aggregate than could possibly be attained 
as small separate properties. 


We believe under this plan the daily production of oil can not only be maintained, but can be increased in proper 
application of the liberal maintenance and acquisition fund. 
We believe the price of oil will average much higher than the present price. 


We believe that in addition to the guaranteed minimum of 8% interest that the speculative opportunity will give 
more than double the guaranteed income of 8% per annum on an average throughout the period. 


We believe that the principal is absolutely guaranteed. 








BONDS 


These bonds will be known as Ten-Year First Lien Gold Eight Per Cent. and Participating Sinking Fund Produc- 
tion Bonds. 


These bonds, for convenience of small investors, are issued in denominations of: 


sans PES ESEASR ESTOS OA OO $ 100 I ATA SS cere La eR poe ee eee eagraee op” |g aR Cp $1,000 
all secured by mortgage, or Deed of Trust to the Coal and Iron National Bank of the City of New York, as Trustee. 
This bond issue has been underwritten at par, net cash to the Corporation, without any deduction for commis- 
Slons and expenses. 


UNITED OIL PRODUCERS CORPORATION 
W. M. CANNON, President. 


C. N. HASKELL, Chairman of the Board of Directors of 
MIDDLE STATES OIL CORPORATION, 
IMPERIAL OIL CORPORATION. 


July 30, 1921. 347 Madison Ave., New York City. 
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New York Stock Exchange 








































































































































































































































































































































Representative active stocks as of close Friday, August 5, 1921. 36 14% ROE: TDG oc cesccccsccceves - 11% 11% 
Week's Sales: Saturday, 138,826 shares; Monday, 404,725 shares; 112% 4 Leuieritie & U.........ccleeee 111 110 
Tuesday, 309,110 shares; Wednesday, 506,510 shares; Thurs- 131% 65 May Dep Stores.............+. 79 78 
day, 338,748 shares; Friday, 466,300 shares. 222 148 Mex Petroleum ..............- 105 105 
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$ @M...+. ee ececccccces 
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61% ee fp rR RRR RRNARES 26% yy Central °° seseeeee TLR 10% 
147% 111 Am Car & FY..........+0000: 123% 124% R x Cenk 4 fh Ses 16% 16% 
119% 30% Am International ............. 33 33% 954 6 Metthece 3 ber secveccsvoceoses 96 96} 
100% 74 Am Locomotive ...........+-- 81%4 8314 % orthern Pacific .............. 17% 76 
ee eer 4 4% 41% 35 panes weasietas*o+*+¥onnnten 36% 85% 
eS an Am Pe Se ee % 8 
eae 674% Dem © We A, GA Buvvccccces B 2 
106% 65 oe 4 errr 48% 49 44 387% ORE TE oscccccccven oseenes. I 874, 
100% 92 wo SS Sa 105 105% 36% 6% Penn Seaboard Steel ......... 8% 7%, 
283 104 BORD soscsevs onenwnesasyens a th 4 rf rege 8 Gas, Chi ............. 538 53% 
165 55 BE FED oes ve stcscccnness 70 2 ere Marquette ............... 201, 191 
ont 30” Anaconda Copper ........-++: 37% 36 42% 30% Phila Co X G.....eeeeeeeeeeees 30 301, 
90% 76 Se ES ere 85 8416 82% 15 PiercG-Arrow = ...cecscccccces 14 145% 
176% 71% a U7 os err 21% 23% 23% 9 Pierce Oil ....... eevisnsa chews 7% 7 
148% 78 Bald Locomotive .........-+-- 717% 77 an a cee Dees sso seeeees 27% 27 
48% 27 Baltimore & Ohio............- 39 38% 13% Ha ressed Steel ‘Co.............. 57 60% 
102% 48 Both B. Ci B.....00..cccessens 491% 50% 1% 95% Pullman Company ............ 93 41, 
; ; _ gf 35 120 40 Punta Alegre S.............++- 303% 291, 
15 2% Booth Fisheries ...........-- y 3 421 P ) 
17 9% Brooklyn R T.........+..+++: 12 11% 106% = tay Pr teeter eeeees 25% 26 
85% G5% Cal Packing ................. 55% 61%, 108 Me erent: 69%, a 
46 15% Cal PetEOlOGM ..cecccccsseres 364, - 34 %y 93% 30 Replogle Steel ....... Sygate 20% 20%, 
134 100% Canadian Pacific ............. 112 113% 124 55 MEI sc nu cosets 46%, 46%, 
104% 30% Central Leather Co...........- 34% 33% ait 16 Rep Motor Truck............. 12 1" 10" 
61% 2% Cerro Ge Pasco Co. .....cccces 26% 26 120% 49 RDNYs ° 51% 51% 
164% 50% Chandler Motor .............. 49% 48% ee» ee Peeeeernenneeasepecercee % 
10% 47 NE A IER 5500s vencevesese 56 55% 83% ou St Louis-San Fran ........... 245% 24% 
44% 21 Ce EEE Dv kvesiesesncods 271% 27 4 St Louis S W........seeeeees 27% 26 
91% 60 Chi & Northwest.............. 6614 66 49% 20% St LS W pfd...............4. 3656 33 
41% 21 Ve | Gt “See 33 256 243 85 Sears, Roebuck ............... 65 3514 
21 % SE MINED a scnsesdecuvcnsss 10% 10% 23 14 Seneca Copper ...........++0: 16% 16% 
41 16 Chime Copper ........cccecees 22% 22% 48 20 Sinclair Con Oil .............. 20 
40% 18 SEE Sitchadauspsucoubes’ 83 33 118% 88% Southern Pacific .............. 78% 76% 
67 50 oe eee 54% 551% 33% 18 Southern Railway ............ 20% 20 
93% 71% SS | Rea 88 881% 66% 50 Southern Ry pfd.............. 4614 46% 
14% 3% Continental Candy ............ % 34 157% 144 Standard Oil, N J............. 134% 136 
103% 61 Co ae 67 67% 105% 100% Standard Oil N J pfd.......... 107 107% 
43% ae se Se ee 2814 2714 11844 22% Stromberg C .....cccccccccccee 30% 30° 
278% 70 Crucible Steel ...ccccccccvccce 55 55 126% 37% Studebaker Co ...........ce0e: 765% 71% 
595% 16% | Cuba Cane Sugar............- 10% 10% 14 8% Submarine Boat .............+ 5 5 
60% 2114 SS ees 16% 16 20% 11% EEE UUEE ono wade sania cies 4% 4\ 
147 47 eset DOMRBOD cccsesccscse 60% 5936 A 3 one : 
21% i ME pat eeeetsasscnseressiass 13% 13% an a <a : oe 23ig 
95 40 rand i SP PPE ererer rr 461% 48% 53% 22 Tex Pac & O...ccccccccccccess 194, 18% 
48 10 ee Pree 13 9% Has] 46 Tobacco Prod .......eeeeeeeees 58 57% 
is 22% Gen Asphalt 0 ae aN EERE s0, : 2Y, 51% 38 55% Transcont Oil bedebecseued ee?  T% 7% 
% ON BlectFic ...ccccccccccccece 17% 118y nion Pacific ........ceeeee a 20 20%, 
vit 91% 65% Gt Northern pfd.......--.--- 72% Big — 2. ee ir i 
| j 42 12% Gen MOtors ........eeeeeeeeees 10% 10% 224 176 United Fruit we ot? 
86% . saeeeee..;............. 32 32 +44 a meee tee Be thi 
116% 55% SS eee 56% 52 78% 15 TB FOOSE PaOE 2c cvccccccceses 17 17% 
23% 9% Emme Bieter COP... .cccccccocss 113% 11 1165 58% oR RT ere 4914 481, 
Qi 
61% 28 Inspiration Copper ........... 33% 331% 13% od Soho NPA 0> seer enees ae? p45] 
88 40% ae a” ees 3% 3% 109 76 i il fl i le ce la 73 741, 
142% 88 ere 72 131, 115% 104 Us Steel pfd RRSP AST RSANS SS? 1091 109 (2 
51% 10% BIR OE BANOO, c0ncccsdse ovens 101% 10 80% 44 Utah Co Z Lees er He 48 47 
111% 44 Int Mer Marine pfd........... 44 45 nap mill: cigabnantead diate sebitae 
26% 11% Int Nickel .........ssscceecees 14 13% 97 2% Vanadium Corp ............... 28% 291, 
91% 38% i cic tcccebwste aks 51% 51k 
47% 19 Invincible Oil................. 10 84 35% 17 Wabash pfd A...........-+00 21 
1% 4 Island Oil & Trans........... 3 2% oy ooh hb i aj tte eeeeeeeceeee 25% 23% 
27% 13% Kan yy! Southern............ 2556 255% 15% 8% Wheel & Lake Erie............ 9 814 
152% 2514 Te |. eR EeeeR 43% 40% 28 15 Wheel & L B pfd............. 17 17 
33% 14% Kennecott Copper Sveieeeweuse 1956 18% 69% 80% EN INO 5.000 cccesscccess 32 31% 
4816 5% Keystone Tire & R...........- 13 13% 25% Rep pair aenn ge 8% 85% 
_— = Lee Rubber & Tire............ 27% 26% 32 5% Willys-Overland ............. 65% 6% 
: 5644 39% SRE WRUOT -a.0vise0<creeces 53% 52 951% 35% jj§§ Worth Pump .......ccccccccse 40 391 
FOR CHICAGO Brazil 58, 1895..........+2-ssee00% 42% 43% OUT OF TOWN EXCHANGES 
Pynchon & Co., 111 Broadway, New York. Argentine Govt Ext 4s, 1897..... 41% 42% Morton Lachenbruch & Co., 42 Broad Street, 
Bid. Asked. Argentine Govt Rese 48.........- 42% 43% New York City. 
Rio de Janeiro Tram, L & P 5s. 65 6534 Milwaukee Elec Ry & L 5s, 1951. ath 74 Bid. Asked 
Northern Ontario Light & P 5s. 67 6814 Consumers Power 58............- 81 Continental Motors .............. 5% 5% 
Consolidated Cities L P & T 5s.. 49 51 Central Power & Light 6s....... 7 73 Standard Gas & Electric ........ 7, 8%, 
General Gas & Elec 6s, 1929..... 69 72 LGaRO POW BS....ccssccccvcevses 76%, 78 Commonwealth Edison .......... 95 105 
U S Public Service 6s, 1927...... 74 78 Dallas Power & Light 4s..+..... 87 89 PE SI cis o.5 o'enswnen bane 12 3 
Wash’gt’n-Idaho W L & P 6s ’51 58 63 Minneapolis St Ry & St P C Jt 5s 80 83 ROWREE WOEERET ..50<cccccesece 25 26 
Laurentide Power 5s............ 791%, 81 Pacific Power & Light 5s, 1930.. 77 77% Diamond Match ................. 4 96 
Cedar Rapids Mfg & Power 5s... 8114 82% Texas Power & Light 5s, 1987.... 764% Ti% pei yl aS Ma ay 961%, 97 
Michigan United Railway 5s..... 31 35 New England Power 5n.......... 8&4 86 Nateneekiae .......-. 46° 4614 
Twin States Gas & Elec 5s, 1953. 63 66 Southern Wisconsin Power 5s.... 60 64 Goodyear Tire & Rubber com.... 12 13 
Shawinigan Water & P 5s, 1934. 87 88 French Victory 5s, 1931.......... 58% 59% Goodyear Tire & Rubber pfd.... 30 32 
Electrical Development 5s, 1933.. 82 85 French Govt 4s, 1917............+. 47%, 48% Firestone Tire & Rubber pfd.... 70 72 
Shawinigan Water & P 6s, 1950. 89 91 French Premium 5s, 1920........ 68 69 Fisher Body of Ohio com aaa 19 
Empire Dist Electric 5s.......... 63 67 French Govt 6s, SSS 71% 72% Fisher Body of Ohio pfd........ 61 63 
Montreal Light H & P 5s, 1933.. 81 83 British Govt 5s, 1929-47.......... 267 277 Peerless Truck Motor .......... 29 30 
Montreal Light H & P 4s, 19382 79 80 Brier Hill Steel ee eee 14 17 
Montreal Tramway 5s, 1941...... 74 75 ‘ : SE ASAL AS 0 A tee hs Be Eo ee eee 
Salmon River Power 5s, 1952.... 80 82 PUBLIC UTILITY SECURITIES & Cae 
Gillette Safety Razor............ 139 142 H. F. McConnell & Co., 65 Broadway, New STANDARD OIL ISSUES 
Chic, Mil & St P France 4s, 1925. 52 52% York City. Carl H. Pforzheimer & Co., 25 Broad Street 
N Y NH & H Franc 4s, 1922.... 50% 51% Members N. Y. Stock Exchange. New York City. 
Duluth, So Shore & Atl 5s, 1937. 72 Security Bid. Asked. Bid. Asked 
Wisconsin Central ref 4s, 1849... 5814 5914 American Lt & Trac com........ 90 94 Anglo-American Oil Co, Ltd... 15% 16 
Cleveland Terml & Valley 4s, 95. 66 68 American Lt & Trac pfd........ 77 80 Atlantic Refining Company .. 900 950 
Chicago & Erie 5s, 1982.......... 79%, 80% Adirondack Pr & Lt com........ 8 10 BEMmOer mee CO MEE... s.c0ses 105 108 
Grand Rapids & Ind, 2-4s, 1937. 65 69 Adirondack Pr & Lt pfd........ 69 74 Borne-Scrymser Company .... 340 360 
Northern Ohio Railway 5s, 1945.. 52 56 American Pr & Lt com.......... 52 55 Buckeye Pipe Line ............ 80 82 
Chicago T H & S E Inc 5s, 1960. 391%, 41 American Pr & Lt pfd.......... 64 66 Chesebrough Mfg Co Cons.... 160 180 
Wisconsin Cent Superior & D 4s 68 691, American Public Utilities com.. 7 15 Chesebrough Mfg Co Cons pfd. 95 98 
British Govt Fdg 4s8.............. 312 322 American Public Utilities pfd.... 15 25 Continental Oil Company ..... 106 110 
Pe Ee. oni och eae owhwah 35 36 American Water Works & Elec.. 3 5 Crescent Pipe Line Co......... 26 28 
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AN OUTLINE 
By CLINTON COLLVER 
A NEW BOOK 
Published by the Investment Bankers’ Association, this new book on Industrial 
Securities—giving the proper outline for study—is likely to prove the most serviceable of 
all from the viewpoint of the average investor. The outline prevents duplication in 
study and directs the reader along the essential channels rather than confusing him— 
as is the case with so many books. 
CONTENTS 
1. Introduction 2. Short Term Notes 
1. Varieties of Industrials—Magnitude 3. Preferred Stocks 
2. Industrials Compared with Railroads 4+. Common Stocks: 
3. Advantages of Large Scale Enterprise a. Seldom to Be Considered Investment 
4. Development of Large Scale Enterprises Securities 
Industrial and Market for Their Securities b. Changing Capitalization from Rights 
5. Limitations of Large Scale Enterprise 5. Current Liabilities 
“sped — 
Il. Classes of Industrial Securities - bd rking Capital 
1. Distinctions Between Bonds and Stocks 3 ~ hr lg 
2. Kinds of Stocks ._ 
3. Kinds of Bonds and Notes X. Book Value 
— oe XI. nee of Balance Sheets—Different 
IV. Industrial Mortgages XII. Income Aécounts 
I. Analysis of the Indenture ie 1. Consistent Form Necessary 
2. Rights and Duties of Corporate Trustees 2. Holding Company Figures 
V. Background of Industrial Corporation Pros- 3. Standard Corporation Form 
perity XIII. Analysis of Income Accounts 
1. General Business Factors: 1. Gross Sales 
a. Integration and Source of Supplies 2. Gross and Net Profit 
b. Location 3. Other Income 
c. Standardization 4. Total of Gross Income 
d. Fluctuation in Demand 5. Interest 
e. Diversification 6. Profit and Loss Account 
f. Competition 7. Margin of Safety 
2. Factors of Management: & Average Profits 
a. Personal Equation , : XIV. Form and Amount of Capitalization 
b. Financial Control — Underwriters - 1. Relation to Physical Value 
i ap SNR Ng 9 of Stockholders 2. Relations to Earnings and Gross Sales 
qd + aii = ae — XV. Special Financial Standards 
- ee ee : Two-for-One-Rule 
e. Loyalty and Co-operation & le aR ns 
f. Good Business Methods Supplementary Ratios : 
a. Comparison Year to Year—Receiva- 
Vi. Policy of Publicity bles to Merchandise 
VII. Accounts—General b. Net Sales to Receivables 
1. Lack of Uniformity—lllustrative Balance c. Sales to Merchandise 
Sheets d. Net Worth to Fixed Assets 
2. Certificates of Public Accountants e. Sales to Net Worth 
VIII. Analysis of Balance Sheet Items—Debit f. Total Debt to Net Worth 
1. Capital Assets g. Sales to Fixed Assets 
2. Permanent Investments Other Financial Standards: 
3. Treasury Stocks and Bonds a. Working to Total Capital 
4. Good Will b. Cash and Cash Resources 
5. Patents, Trademarks and Brands c. Turnover 
6. Working and Trading Assets d. Operating Ratio 
7. Current Assets XVI. New Promotions 
8. Sinking, Insurance and Other Special 1. General Considerations 
Funds 2. Special Information Tests 
9. Deferred Assets ; XVII. Receiverships and Reorganizations 
IX. oa, of Balance Sheet Items—Credit Complete Bibliography 
; eg Consideration Principal Sources of Information in Regard to Indi- 
S Rend Provisions vidual Industrial Corporations 
c. Convertible Notes Index 
+ _ 
Price, $1.90 Postpaid 
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New Issue 


SIXTY YEAR 5% LOAN 


of the 


CITY OF VIENNA 


(Austria) 


These bonds are printed in English, French and German 


This bond forms part of the Loan of the City of Vienna, contracted under a 
Resolution of 18th January, 1921, Pr. M. 600, of the Town Council of the Federal 
Capital, the City of Vienna, bearing five per cent. annual interest, repayable within 
60 years and amounting to 1,000 million Crowns. 


The Bonds are issued in denominations of 10,000, 5,000, 2,000, and 1,000 Crowns. 


Interest is payable, at the end of every half-year for the preceding period, on 
March Ist and, September Ist of each year, to the bearer of the interest coupon, 
falling due at the respective term pertaining to this bond and against surrender of 
such interest coupon. 


The loan is unredeemable for 10 years from date of issue of this bond. Redemp- 
tion of this loan is operated by yearly drawings of the Bonds beginning from 
March Ist, 1931, and to be operated on March Ist of every year. The drawing 
takes place in public at the City of Vienna’s Offices on March Ist of every year in 
conformity with the Sinking Fund Plan on the bond. Bonds drawn are paid six 
months after their drawing. The City of Vienna, however, reserves for herself the 
right, beginning from March Ist, 1931, to draw in any one year during the normal 
period of the operation of the drawings a larger amount of bonds than would corres- 
pond to the Sinking Fund Plan, further to call for redemption all outstanding 


Bonds, at three months’ notice at least and payable at the date of maturity of the 
interest coupons. 


The numbers of the Bonds drawn and the dates of repayment as well as the 
call for redemption, if any, are published in the official Vienna Gazette “Wiener 
Zeitung.” 

This Bond will be repaid at its full n>minal value to the bearer against sur- 


render of the Bond, and of the interest coupons not yet due at the date of re- 
demption and of the talon warrant. 


Price $165.00 per Kr. 100,000 Bond 


We Have Ready for IMMEDIATE DELIVERY, Pieces of Kr. 10,000 and Kr., 2,000 


Special Circular 432 Upon Application 


MORTON |ACHENBRUCH & @ 


42 Broad Street, New York 


— MEMBERS — 
Chicago Stock Exchange Detroit Stock Exchange 
Pittsburgh Stock Exchange 


The information and figures in this advertisement, while not guaran- 
teed, are taken from official sources we consider entirely trustworthy. 























